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A SURVEY OF PROFIT-SHARING AND BONUSES IN 
CHICAGO PRINTING-PLANTS 


I. INTRODUCTION 


During the recent period of prosperous business activity and 
of consequent scarcity of skilled labor, many employers felt the 
necessity of attempting to stabilize their work force, retain their 
“‘key men,” and improve the efficiency and co-operation of indi- 
vidual employees. Among the measures widely considered and 
frequently utilized for these purposes were schemes for sharing 
profits or granting bonuses to workmen. Experiments along this line 
in an industry with a long record in the amicable adjustment of 
industrial friction should have a general significance. It is in con- 
sideration of this fact that the findings of a survey of profit- 
and bonus-sharing undertakings in a sample group of Chicago 
printing-plants are herewith presented. 

Certain factors of direct import in determining the character 
of employment relations in the industry in Chicago may be enu- 
merated as follows: (a) a skilled and intelligent personnel; (0) 
small size of the average business unit;' (c) large number and wide 

*In a recent investigation of the industry in this city out of a group of 190 union 
shops over two-thirds were found to have less than ten journeymen employees in the 
compositor branch of the trade. See Frederick M. Babcock, Apprenticeship and 


Labor Recruiting, Book and Job Printing Industry, Chicago, Illinois, Northwestern 
University School of Commerce, Bureau of Business Research, p. 8. 
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distribution of individual establishments; (d) recent marked 
specialization in product or process; and (e) increased recognition 


TABLE I 


SUMMARY OF PrROFIT-SHARING AND Bonus PLANS IN CHICAGO 
PRINTING PLANTS* 


RE ee EN ~ 298 
Plants in which straight wages relationship prevails........ 04 
Existing profit-sharing schemes. ..............ccsccceeees 
Abandoned profit-sharing schemes.................0+ee05 
Existing “limited profit-sharing” schemes................ ; 
Abandoned “limited profit-sharing” schemes.............. 
Existing cash-bonus schemes................0.0005 pigsitisiees 2 
Abandoned cash-bonus schemes. ............... pansreleieaieta 
Existing stock-subscription schemes................22200: 
Abandoned stock-subscription schemes.................4- 
Existing task-and-bonus schemes...... Er re cece ere 
Abandoned task-and-bonus schemes...................0+ 
GEOUD-ANPUTANCE SCIOMES...... ooo ccccccccceccccsess ploreiaiacsas 
Sickness-benefit schemes. ................ piaiera emereais , 
Joint informal group meetings (beginning)................. 


nN COHNI NW WH CH WW WD 


Nv 


* One of the best definitions of profit-sharing is that used by the British Ministry of Labour in its 
report on Profit-Sharing and Labour Co-partnership (1920). Profit sharing is a method of payment resulting 
from an agreement freely entered into by an employer with his employees, “that they shall receive, in 
partial remuneration of their labour and in addition to their wages, a share, fixed beforehand, in the profits 
realized by the undertaking to which the profit-sharing scheme relates.” 

Other plans of paying bonus to employees considered here should be differentiated from profit- 
sharing. Limited profit-sharing is a form under which the profits are granted only to a limited group of 
executive, clerical, and high-salaried employees. Cash bonuses are gratuitous payments or dividends on 
wages, usually made annually by the employer and depending on length of service of each employee. 
Stock-subscription plans my or may not involve profit- or bonus-sharing, depending upon whether 
employees are merely invited to become purchasers of stock on credit, or are offered stock at less than 
market prices, or given dividends on a number of shares allotted to them with the privilege of coming into 
full ownership of the shares through the accumulation of dividends and other easy terms. Task-and- 
bonus payments involve the setting of standard time limits within which work is to be performed and for 
the performance of which a payment in addition to time wages is made, varying up or down as the amount 
of time saved varies. 

See Report on Profit-Sharing and Labour Co-Partnership in the United Kingdom, Ministry of Labour 
(Intelligence and Statistics Department), 1920, p. 3. See also Profit-Sharing, by Albert Trombert, pre- 
sented to the Congress of Bordeaux on behalf of the Society for the Practical Study of Profit-Sharing, 
November 23-24, 1912, pp. 15-22. The essential features of various forms of profit-sharing and their 
actual operations have been concisely outlined by Dr. Boris Emmett in a study, “Profit-Sharing in the 
United States,” United States Department of Labor Bulletin, No. 208 (Bureau of Labor Statistics, 1916), pp. 8-9. 
The most recent comprehensive study is that of Messrs. Burritt, Denni Gay, Heil , and Kendall, 
Profit Sharing, Its Principles and Practice, 1918 (Harper & Bros.). Other surveys of experience in the 
United States are: “Practical Experience with Profit Sharing in Industrial Establishments,” Research 
Report No. 29 (June, 1920), National Industrial Conference Board; Profit Sharing by American Employers, 
The National Civic Federation, New York, 1920. 


_  t It should be noted that the total of schemes exceeds the number of firms covered in the investiga- 
tion, because some of the 138 firms had more than one of the schemes in force. 





that labor, which constitutes about 29 per cent of the cost of the 
completed printed product,’ should be given similar attention to 
*See “Annual Composite Statement of Department Costs Prepared by the 


Department of Research of the United Typothetae of America,” Typothetae Bulletin, 
XIV (October, 1920), 103-7. 
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that given other elements of cost. It is difficult to trace the exact 
effects of the interaction of these factors upon one another. 

An investigation of a representative number of plants was made 
by the Industrial Relations Department of the United Typothetae 
of America in the fall of 1920, in order to find out which were 
operating profit-sharing, bonus, or related schemes in the field of 
industrial relations, and what their experience had been. Con- 
ferences were held with employers and managers and their repre- 
sentatives in 138 firms, and, where desirable, visits through the 
mechanical departments of the plants were made. It is quite 
probable that a greater number of schemes were identified within 
these plants than could be found in any other equal number of 
plants chosen from the 1,300-2,000 printing concerns in the city, 
because by special inquiry effort was made to visit those concerns 
known in the trade either to be operating or interested in some 
such schemes. The great majority of plants covered were selected, 
however, without regard to any known interest in industrial- 
relations projects. All sizes and conditions of plants, whether 
union, open, or non-union, and ranging from the one-man shop to 
large-scale establishments with one or two thousand employees 
are represented. With few exceptions the firms covered are 
Typothetae members.’ It is thought, therefore, that the results 
disclosed reflect the true conditions. Table I summarizes the 
number of existing and of abandoned profit-sharing, bonus, and 
related schemes in 138 plants. 


II, PROFIT-SHARING SCHEMES IN FIVE PLANTS 


Five profit-sharing plans were investigated. Of these, two have 
just this year been discontinued and a third is being abandoned. 
All the five plants have shared profits for very short periods—only 
one having an experience which extends beyond three years, and 
two having begun profit-sharing in 1920. On account of this 


* Acknowledgment is hereby made to the Department of Industrial Relations, and 
to the Typothetae Bulletin, of the United Typothetae of America, for permission to 
publish the data for this article, a part of which appeared in the December, 1920, issue 
of the Bulletin. The criticisms and conclusions made herein are to be understood as 
reflecting the views of the author, and not of the United Typothetae. 
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limitation, any conclusions drawn from the data are subject to 
qualification. However, it is thought that some valuable obser- 
vations may be made concerning the experience of these plants. 

The plants range in size from those having 20 to those having 
300 employees. Of 675 employees engaged in the plants, 436, or 
64.5 per cent, were eligible to participate in the distributed profits, 
In Plants Nos. 3, 4, and 5 all employees were eligible to participate. 
In Plant No. 1 all pieceworkers were excluded from the profit- 
sharing; and in Plant No. 2, where the scheme is being abandoned, 
only the eleven original participants out of one hundred employees 
are continued. In Plant No. 2 a year’s continuous service has 
been required before the employee is eligible to participate; in 
Plant No. 4, three months. The employees are in no case required 
to file an application or assume any direct responsibility in order 
to participate. 

In 1919 three of the plants distributed a total of approximately 
$25,000 among 386 employees. The weekly bonus to an employee 
thus averaged about $1.25; or, it is estimated, an addition to 
annual income of from 2 to 4 per cent. 

Four of the plants are operating union shops. In Plant No. 5, 
a non-union shop, the employees became dissatisfied after the 
inauguration of the profit-sharing scheme, and upon presenting 
demands secured increased wages. Three employers informed 
the investigator that the majority of the participating employees 
did not noticeably appreciate the profit-sharing privilege or display 
greater efficiency or interested efforts on the job. The workmen 
seemed to accept the bonus payments as a matter of right and as 
additional wages. In no case was a trade union reported as having 
offered any opposition to profit-sharing. 

The avowed purposes of the schemes are to stabilize the work- 
ing force of the plants, and to unite permanently the interests of 
employees with those of a particular firm by encouraging continuous 
service. 

The employers in four of the plants consider the scheme which 
they have been trying a failure—from the standpoint of securing 
any greater interest and loyalty on the part of employees to the 
company. The employer who reported his scheme successful has 
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had an experience of less than a year with it—an insufficient period 
for a safe conclusion. 

None of the five plants has assembled the data necessary to 
show on a comparative basis whether actual improvement has taken 
place among the employees in the regularity of their employment 
or whether the amount of labor replacement necessary to maintain 
the standard work force has decreased after the introduction of 
profit-sharing. Two of the five employers, however, reported that 
they were convinced there had been some improvement. It would 
require an intensive study of accurate employment records to 
determine what change has occurred. 


Ill. LIMITED PROFIT-SHARING SCHEMES IN FOUR PLANTS 


Limited profit-sharing serves as an automatic means for increas- 
ing the salaries of executive employees and offers them substantial 
inducements to remain in continuous service. Of 138 plants 
investigated, four reported experience in sharing profits with 
employees in executive or clerical positions. The company deter- 
mines in each plant the conditions of eligibility, the proportion 


of profits allotted to employees after setting aside sums to cover 
all legitimate expenses and interest on the investment and the 
individual bonus. In Plant No. 1 the employer came to the con- 
clusion from a two years’ experience that sharing profits with the 
plant superintendent, while at first highly satisfactory to both 
parties, was impracticable. The reason advanced was that it 
inevitably became a cause of dissatisfaction and complaint in 
periods of small and declining profit yields. Plants Nos. 2, 3, 
and 4, employing a total of 540 employees, are distributing a por- 
tion of profits to 28 employees in the managerial and salaried 
class. Of these, all but 6 are in Plant No. 2. The employers in 
these three plants are satisfied with the results of their experience. 

Plant No. 2, a union shop with 400 employees, shares part of 
the profits among 22 employees in executive or clerical positions. 
This plant uses a rating system, instead of percentages, in com- 
puting the shares. The company officials make the individual 
ratings in consideration of the three following factors: (a) an esti- 
mate of what average profits are expected to be; (b) the individual’s 
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record in the management of his department and his value to 
the company; (c) his probable earning ability with any other 
company. After this rating the employer in conference with each 
employee informs him that he may become a participant, and that 
for computing his share he has been rated at a certain number of 
points. Approximately 30 per cent of the total profits are allotted 
under this scheme for distribution. To compute a single share, 
divide the sum for distribution by the total number of assigned 
points and multiply by the number of points agreed upon for the 
individual employee. 

The company-owners prefer the use of a “point” rather than 
a percentage for computing purposes, since “point” is a more 
flexible term, for (a) adjustments of possibly inequitable shares 
which might go to some individuals under a rigid percentage method 
of calculation may be made by the company without offensive 
discrimination; (6) explanations of any differences in individual 
shares under the point system of rating are easier; and (c) oppor- 
tunity is offered for frequent conference by the employer with the 
employee, as occasion may require. This opportunity arises from 
the fact that an employee’s points are subject to an increase or 
decrease as the current record of his department for efficient man- 
agement shows up in relation to the trend of the company’s earn- 
ings. In case of a change in the record of any department the 
employee in charge may be easily called into consultation by the 
employer regarding the situation and with mutually advantageous 
results. 

Plant No. 3, a union shop with 40 employees, allots 10 per cent 
of the profits annually to the plant superintendent, and Plant No. 
4, an open shop with 100 employees, distributes 10 per cent of the 
profits among five executives in proportion to their respective 
salaries. Plant No. 3 began its scheme in 1917, Plant No. 4 in 1920. 

In Plant No. 2 the weekly bonus to the 22 executive employees 
averages from $10 to $30. The bonus to the employees in Plants 
Nos. 3 and 4 runs from $4.25 to $50. In plant No. 2 the employer 
in the course of five years’ experience noticed a tendency on the 
part of some of the participating employees to question the accu- 
racy of the calculation of their individual bonuses. 
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IV. STOCK-SUBSCRIPTION SCHEMES 


The fact that employees hold shares in the undertaking with 
which they are connected does not, in itself, constitute profit- 
sharing. The element of profit-sharing comes in only when such 
shares have been acquired by the employee on specially favorable 
terms. This form of profit-sharing has been adopted in three 
plants." 

These three companies afford to employees in continuous service 
for various designated periods the opportunity to purchase capital 
stock on the instalment plan along with other advantageous terms. 

The scheme as first set up in Plant No. 1 at the time of incorpo- 
ration in 1892 was complete labor copartnership—all employees in 
the plant being also the only stockholders. But with a profitable 
and expanding volume of business the company’s experiment has 
actually resulted in restriction of stock-ownership to those em- 
ployees who originally participated. ‘The more recent employees do 
not find it advantageous or attractive to purchase stock at its 
market value. This is shown by the fact that no employees have 
bought any of the shares within the last nine years. However, 
the older employee stockholders are directly represented on the 
board of directors, the management of the company adheres to 
the original co-operative idea, and the offer of capital stock for 
sale to any employee still stands. 

The terms of purchase require the eligible employee in Plant 
No. 2 to pay monthly instalments by deductions from wages, at 
the rate of 1 per cent of the total amount of stock purchased, with 
a limit of five years to complete payment. No interest is charged 
for deferred payments. Any dividends paid on the stock are 
credited from the date of the employee’s subscription to his account 
and applied in final settlement of his obligation. Afterward all 
dividends go direct to the employee. The stock sold to employees 
of this plant is non-voting preferred stock. 


* Four private printing-plants in large Chicago mercantile establishments parti- 
cipate in their stock-subscription schemes open to all employees; but since these are 
not distinct commercial printing-plants they are not included in this report. Five 
commercial plants were found in which one or more foremen, salesmen, superintendents, 
or selected older employees have been permitted to purchase on favorable terms 
limited amounts of stock. Two plants were also reported in which stockholding by 
employees had been discontinued because unsatisfactory. 
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The management of Plant No. 2 in selling its employees one- 
tenth of its capital stock desired apparently to reward their older 
employees additionally for past performances as well as to induce 
greater co-operation on their part in the future. There is no 
provision for the issuance of any more stock to employees, and the 
company has not announced any plan involving further departure 
from the regular type of corporation ownership. 

The employers in Plant No. 3 hold to the opinion that the 
stock-subscription scheme as announced this year will bring 
increased realization of the mutual interests of employees and 
employers and encourage a spirit of friendly co-operation for their 
common good. The scheme is regarded as a solution for labor 
disturbances. The plan of the major owners of the company 
comprehends permitting the employees gradually in the course 
of, say, twenty years to acquire ownership of the whole capital 
stock. 

An employee in Plant No. 3 may subscribe only for shares 
amounting in value to one-third of his yearly salary. The other 
two companies set no limit. A regulation of this character is 
designed to secure a wider distribution of holdings among employees 
and to prevent concentration of ownership in the hands of the 
high-salaried group. 

In case of termination of employment before full payment of 
the subscription, two of the three companies require that the shares 
of stock shall revert to the company. This is done in order to 
keep control of the stock and to stabilize the working force. In 
one case accumulated dividends also revert to the company. The 
full amounts of payments made on subscriptions so canceled are 
returned to the subscriber with interest. 

During the first years of experiment with stock-subscription 
schemes some employers consider it advisable to restrict narrowly 
the right to transfer stock to anyone outside the company. Only 
one of the three companies reported on here places any restriction 
of the transference of its shares. In this case it is required in the 
subscription agreement that any employee desiring to sell his 
holdings must for a period of ten days first give the company ‘an 
option to buy his shares. 
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The par value amount of shares owned by employees in Plant 
No. 1 is $9,000, or 60 per cent of the total capital stock of the 
company; in Plant No. 2 the amount is $100,000 or 10 per cent of 
the total; and in Plant No. 3, $100,000, or 25 per cent of the 
total capital stock. ‘These amounts are owned in the form either of 
preferred or of common stock by 280 of 850 total employees; or by 
20 per cent, 25 per cent, and 50 per cent of the employees in each 
of the three plants respectively. The number of $100 par value 
shares owned in two of the plants averages less than three per 
subscribing employee; and of $10 shares in the other plant averages 
ten. The financial advantages thus accruing to the subscribing 
employees may be summarized as the following: (ca) a relatively 
lower price for shares of stock than the prevailing market value; 
(b) absence of interest charges on unpaid balances of stock sub- 
scription; (c) dividends credited to subscribing employee from date 
of subscription for shares, these dividends ranging from 7 to 10 
per cent on an estimated average. 

The three plants are operating as union shops. The attitude 
of workmen personally in Plants Nos. 2 and 3 may be seen in the 
fact that all the capital stock offered for sale to employees was 
readily taken. One company reported decided opposition on the 
part of the members of one of the unions in its employ to its 
stock-subscription scheme. Officials of this union protested against 
its members holding stock in the company. The reason for the 
objection was that in the event of astrike, or any labor differences, 
the employees would be less loyal and active in support of union 
measures, because of their interest in the company as stock- 
holders. The outcome was that approximately $20,000 of stock 
subscribed for by the union members involved was bought back by 
the company. 


Vv. CASH-BONUS SCHEMES IN TWENTY-EIGHT PLANTS 


The term “profit-sharing”? may be used in a broad {sense to 
include schemes involving more or less systematic annual distri- 
butions of cash bonuses in some fixed relation of earnings and 
varying with the length of continuous service of individual em- 
ployees. True profit-sharing, however, differentiates itself from 
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cash bonus distributions in the fact that (a) the amount of profits 
to be allocated to the workers varies directly, and rises or falls 
proportionately, with an increase or decrease in the profits 
realized; (b) the employer engages to distribute to his workers a 
share of net profits; and (c) the actual percentage of this sharing 
is fixed in advance." 

The theory underlying the majority of cash-bonus schemes is 
the recognition by employers of the fact that the longer a person 
remains in the continuous service of a firm the greater is the value 
of his services. Frequently the employers desire also in this way 
to give their employees some part in the greater earnings of the 
company during exceptionally prosperous periods. The extra 
compensation is purely a gratuity, bears no relation to individual 
efficiency, and is wholly voluntary on the part of the employer 
and may be changed or discontinued by him at any time with or 
without notice. 

Cash-bonus schemes as analyzed in Table II were found in 
use in twenty-eight plants.? Of the twenty-eight, one began pay- 
ing cash bonuses in 1912, two in 1915, three in 1917, four in 1918, 
ten in 1919, and eight in 1920. The number of plants paying 
bonuses thus shows a steady increase and now exceeds the total 
of profit-sharing, limited profit-sharing, and task-and-bonus schemes 
found in the investigation. Seventeen of the plants operate on a 
union-shop, seven on an open-shop, and four on a non-union 
basis. 

In a majority of the schemes the only prerequisite for partici- 
pation is a period of continuous employment, varying from a 
maximum of ten years downward to a week. Usually the longer 
the service the greater the bonus. Two of the plants pay a weekly 
bonus for regularity and promptness at work; another pays at the 


*See note to Table I, p. 522. 

2 Two other companies with about 60 employees each reported that after three 
years’ experience with annual cash bonuses they had this year discontinued them. 
The reasons given for their discontinuance were that the employees showed no greater 
loyalty to the firm, but were inclined to expect and demand the bonuses as permanent 
additions to income. In one plant some employees complained about differentials 
in the bonus payments; and in the other the entire force went on a strike to secure 
payment of the bonus again this year. 
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end of each year a bonus of ro per cent on total deductions permitted 
by the employees from his wages for deposit by the company in a 
savings fund, and two other plants pay any beginner at the trade 


TABLE II 


ANALYSIS OF TWENTY-EIGHT CasH-BoNus SCHEMES 








PLANTS 

 anized 
or Un- 

organized 


Z 
° 


NuMBER 
OF 
Em- 
PLOYEES 


CONDITIONS OF 
ELIGIBILITY 


BAsIs OF 
CompPutTING Bonus 


TIME OF 
PAYMENT 





Union 
.| Union 
.| Union 
.| Open 
.| Union 


Union 
.| Open 


onan Mm + ger | 


.| Union 
Union 
.| Union 
.| Open 
Non-union 
nion 


Union 


.| Union 


.| Open 
Union 


.| Union 


Union 
.| Open 
.| Non-union 
Union 
.| Open 
.| Non-union 


Union 
Non-union 








130 
25 
225 
100 
34 


5° 


43 
60 
150 


II 








10-15 years’ service 
I year’s service 
2 years’ service 


6 months’ service 
I year’s service 


I year’s service 
Weekly on time 


Employment as ex- 
ecutive 
Employment as ex- 
ecutive 
Employment as ex- 
ecutive 
Employment 
company 
I-10 years’ service 
Employment with 
cOmpany 


with 


10 months’ continu- 
ous employment 
with company 

Employment’ with 
company 

I year’s service 

Continuous employ- 
ment withcompany 

6 months’ employ- 
ment with com- 


pany 
Employment’ with 
company 
Employment 
company 
Employment 
company 
I year’s service with 
company 
Attendance upon 
training school 
Attendance upon 
training school 
Employment’ with 
company 
Employment 
company 


with 


with 


with 


Employment’ with 


company 
Employment with 
company 





$1 to $2 per week 

$2.50 flat (per year) 

$1 for each year up to 
10 years 

$10 for each year of 
service 

$10 for each year of 


per week; $1.50 


after first weck 
$100 to $150 flat 
$100 to $1,000 flat 
10 per cent of salary 
1 week’s wages 
3-10 per cent of wages 


5 per cent of wages and 
week’s vacation with 


pay 
5 percent of week’s wages 


week’s wages 
week’s wages 
per cent of yearly 
wages 
week’s wages 
week’s vacation with 
pay : ‘ 

1 week’s vacation with 
pay . . 

1 week’s vacation with 


pay ss 
1 week’s vacation with 


pay 
$1 per week (260 weeks) 


$1 per week (260 weeks) 


ro per cent of weekly 
savings deductions 

$1 a week for attend- 
ance, and not being 
late 

$x a week for attend- 
ance, and not being 


late 
Arbitrary allotment on 
basis of service and 


amount of wages 
(about $5 weekly) 





Annually 
Annually 
Annually 
Annually 
Annually 


Annually 
Monthly 


Annually 
Annually 
Annually 
Semi-annually 
ome 
Monthly 


Annually 


Annually 
Annually 


Annually 


Annually 
Annually 
Annually 
Annually 
At end of 
training period 
At end of 
training period 
Annually 


Weekly 
Weekly 


Annually 
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who completes his training a sum that the company has accumu- 
lated by depositing $1.00 weekly throughout the training period 
in a savings bank. 

The amount of the bonus is determined arbitrarily by the 
management of each plant. It may be a flat sum, or a flat sum 
increasing with the length of service, or the equivalent of one week’s 
wages, or one week’s vacation with pay, or a percentage of the 
employee’s total annual earnings. The twenty-eight plants pay 
cash bonuses to 3,142 out of a total of 4,546 employees, or to 69 
per cent of them. Twenty-two of the twenty-eight plants pay 
bonuses to all employees, inclusive of the executive and clerical 
force; and six plants pay only to employees in the mechanical 
department. 


VI. TASK-AND-BONUS SCHEMES IN SEVEN PLANTS 


Task-and-bonus systems involve an application of scientific 
management principles to the operations of a shop or plant. This 
plan of wage payment is based on individual efficiency and gives 
a reward additional to wages for certain results. Its essential 
features have been discussed so generally that detailed description 
is unnecessary. 

Seven plants were found which use task-and-bonus methods in 
one or more mechanical departments.‘ Certain main facts about 
these seven task-and-bonus schemes are presented in Table III. 
It will be observed from the table that of the seven plants, two 
operate all mechanical departments on the task-and-bonus basis; 
one uses it in all except the composing department, which is now 
being surveyed for its installation; one linotype-composition con- 
cern was using it; and three other plants are using it for certain 
work in the pressroom or in the bindery. 

The class of work in which tasks have been standardized for 
performance within certain limits varies in the different plants and 
departments from gathering or stringing in the bindery to difficult 
composition and make-ready jobs. It should also be noted that 

*In the bindery of one plant employing twenty-five workers a task-and-bonus 


scheme was used for a few weeks this year. It was discontinued on account of the 
opposition of the bindery girls. 
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task-and-bonus schemes are completely established in all depart- 
ments only in large-scale plants. The expense of installation and 
the volume of work performed in them make it possible and profit- 
able to subdivide all grades of work for performance by specialists, 
giving the workmen specialized processes to perform." 

Of the 3,325 total employees in the seven plants approximately 
2,623, or 78.8 per cent, are engaged on the task-and-bonus basis. 

The methods of calculating the bonus are as follows: (a) The 
efficiency rate of the individual may be used to determine his 
bonus. The rate of efficiency is determined by the ratio of standard 
to actual time. The bonus on the hourly rate begins in general 
in Plant No. 1 with 75 per cent efficiency. The bonus varies 
more or less arbitrarily for different rates of efficiency, and at 100 
per cent efficiency amounts usually to 20 per cent of the hourly 


wage. 

Time studies are also made and standard shop conditions pro- 
vided in Plant No. 2 in order to determine the time limits for doing 
the work in the most efficient and remunerative manner. Bonuses 
of 35, 25, and ro per cent on the hourly rate are paid for certain 


amounts of work if performed respectively in A, B, or C standard 
times. In each of the Plants Nos. 4, 5, 6, and 7, a fixed rate of 
bonus of a certain amount in addition to time wages is paid for 
each thousand units of work performed in excess of a stated 
task. 

b) A collective bonus may be used, as in Plant No. 3, where an 
additional percentage on wages is paid on increased production in 
a part of the shop or in the shop as a whole. A standard monthly 
operation for the tag-printing machines in this plant is fixed at 150 
machine-hours.? A bonus of $6.00 per machine is paid to all shop 
employees for each machine-hour operated or gained in excess of 
150 hours a month. The total sum of the $6.00 bonus payments 
is prorated among individuals on the basis of their wages.’ In 


It is roughly estimated by one employer that approximately $150,000 has been 
invested in the installation and developing of the bonus system in his plant. 

? There are seventeen automatic machines in the plant. 

3 To calculate an employee’s share of the collective bonus, multiply his weekly 
wages by number of days at work in the month to get the number of points assigned 
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addition, a special bonus of $1.00 is paid to the pressman and his 
two assistants attending a machine for every machine-hour gained 
in the month. One-half of this bonus goes to the pressman and 
one-quarter to each of his assistants. 

Slow and inefficient performances on task work reduce in any 
case the possible amount of bonus. In Plants Nos. 1 and 2 any 
deductions for spoilage or inferior quality of work are made from 
the bonus and not from wages. If a spoilage occurs and the entire 
bonus of the responsible person is taken away, any balance of a 
deduction is never carried over to the next week or the next month. 

It will be observed from the table that increases are estimated 
to have been realized in the output under the task-and-bonus 
schemes, ranging from 17 to 50 per cent in three plants. The 
management of the companies in all plants were wholly convinced 
that production was greater than it would have been under the 
old methods. 

Of the seven plants operating mechanical departments in whole 
or in part on a task-and-bonus basis, it will be observed four are 
non-union or open shops, and three are union. The three plants 
where task and bonus are used in a comprehensive form are non- 
union. This is on account of the inveterate hostility of organized 
labor to task-work schemes as hitherto operated. In one union 
shop certain operations continue as task-and-bonus work without 
active union opposition because for many years those operations 
have been conducted on this method. If another union shop where 
a bonus on output was offered and paid for a time during the past 
year, union opposition resulted in its discontinuance. In two other 
union plants certain operations in the bindery are task-and-bonus 
work. The union in these cases does not favor the method, but 
for strategic reasons has not yet made its opposition the occasion 
for a clash and a final adjustment. Some of the union-shop employ- 
ers reported that they were restrained from installing in their plants 
a complete task-and-bonus system by union opposition. 


the employee. Divide the sum total of the points of all employees into the total 
amount of extra compensation to be paid, and multiply by the individual employee’s 
number of points. The result will be his share. 
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SUMMARY: EXPERIENCE WITH VARIOUS FORMS OF PROFIT-SHARING, 
BONUSES, AND TASK-AND-BONUS METHODS 


What does experience in the use of various profit-sharing and 
bonus schemes by these printing-plants in Chicago show ? 


I. PROFIT-SHARING AND LIMITED PROFIT-SHARING 


1. Of five profit-sharing schemes three were discontined because 
the employers considered the results disappointing and unsatis- 
factory. 

2. Of four limited profit-sharing schemes for managerial and 
salaried employees, one was discontinued because it became a 
source of friction and dissatisfaction for both parties. 

3. Profit-sharing with heads of departments, executive and 
clerical employees has been continued longer and regarded as more 
practicable by employers than when all employees are included. 

4. Profit-sharing may be used in small, medium-sized, or large- 
sized plants. Small plants are especially fitted for its introduction 
on account of the close personal relations of employer and employees. 

5. Of the nine plants where either profit-sharing or limited 
profit-sharing was introduced, seven were union shops and two 
non-union. In none of them has opposition by a union developed. 

6. One employer, in particular, discovered from his experience 
with limited profit-sharing the need of guarding against lack of 
confidence by employees in the calculation of individual bonuses. 

7. Experience shows that profit-sharing is most likely to be 
workable only as a “‘fair-weather” proposition. Its usefulness and 
fitness to survive are tested best when there are small or no profits 
to share. The test question is, Can it be depended upon to stimu- 
late attention to work, efficiency, and co-operation in periods of 
declining business ? 

II. STOCK-SUBSCRIPTION SCHEMES 

Shareholding by employees has been introduced for the purpose 
of improving industrial relations and particularly for stabilizing 
employment among the working force. Experience with schemes 
for this purpose shows: 

1. The field for the use of stock-ownership as an aid to the em- 
ployer in meeting his labor difficulties is limited to those employees 
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to whom the stock proposition appeals. In any plant there is 
likely to be a considerable proportion of employees uninterested in 
the scheme. Shareholding places upon employees a larger respon- 
sibility and a risk of loss to which they are unaccustomed and from 
which some would prefer to remain free. In the case of others the 
effect may be to arouse greater interest and care in their work. 

2. Forfeiture of stock and accrued dividends on termination of 
employment, and making long the periods within which to pay the 
instalments on stock subscriptions tend to have the effect of holding 
the subscriber in the employ of the company. Provisions of this 
character, however, should not be made to retard any freedom of 
movement promising to result in the employee’s improvement. 

3. There is a possibility of union opposition to shareholding by 
union members. 

4. Employee shareholding, as far as introduced, has not operated 
as a panacea for labor unrest. 


Ill CASH BONUSES 


1. Cash-bonus schemes are in force in twenty-eight plants, but 
were discontinued in 1920 in two other plants because they were 
considered a source of complaints, rivalry, and friction among 
employees. 

2. A bonus is designed to reward employees for length of service, 
as well as to share with them some of the extra gains from a pros- 
perous business period. 

3. The bonus schemes were entirely voluntary, involved no 
contractual responsibility on the part of employees, and were con- 
trolled and might be discontinued at any time by the employer. 

4. The bonus as usually paid is in essence an arbitrary dole and 
has no necessary relation to the individual enterprise or output of 
the employee. 

5. Employees in a majority of the schemes regarded bonus 
payments as permanent additions to their annual income. 

6. Some employers considered that bonuses suggest to employees 
that they demand new wage increases, and that in this way a bonus 
scheme operates to raise wages without a corresponding increase in 
individual effort. 
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7. Employers were convinced that the cash bonuses have not 
effected any noticeable improvement in the loyalty, co-operation, 
or efficiency of employees. 


IV. TASK-AND-BONUS SCHEMES 


The results of the use of task-and-bonus methods of work and 
wage payment may be summarized: 

1. Of seven plants two operate all mechanical departments on 
task-and-bonus work, and another operates all departments except 
one where time studies are in progress preparatory to its intro- 
duction. 

2. One concern was discontinuing its use because union em- 
ployees felt compelled to refuse task-and-bonus payments. Some 
union employers felt the restraint of union opposition and were pre- 
vented by it from extending the bonus scheme throughout their 
plants. 

3. Three plants are using task work and bonus payments only 
to a limited extent in the pressroom or in the bindery. In the 
strict sense, these plants as a whole operate on the straight wages 
system. 

4. Relatively large-scale plants are best adapted for the intro- 
duction of a task-and-bonus scheme. Reasons for this are: (a) 
large volume of business with resulting possible subdivisions of the 
work of the trade into simpler processes; (b) heavy capital invest- 
ment necessary; and (c) greater strength to withstand union 
opposition. 

5. All the plants in which the task-and-bonus scheme is in 
full operation are non-union shops. Any employer adopting a 
production-bonus scheme has to encounter the bitter antagonism 
of union labor. 

6. The employers, whether open, non-union, or union shop, are 
unanimous in reporting that production per employee is greater 
when employees are on task-and-bonus work. 


GENERAL CRITICISM AND DEFECTS OF PROFIT-SHARING 


Analysis of the details of the various schemes of profit-sharing 
erein investigated reveals certain features that may be commended 
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and others that may be questioned. Among the commendable 
things may be mentioned: 

1. These schemes, even though on an experimental basis, show 
that the employers are forward-looking and co-operative in their 
attitude toward their labor and industrial-relations problems. It 
may be emphasized that the spirit in which any scheme of this 
character is administered has more to do with its success than its 
particular provisions. 

2. Provision under two of the schemes for the quarterly pay- 
ment of the bonus in the form of cash is a good point. The more 
frequently the payments are made the greater the confidence of 
employees, and the more acceptable and satisfactory the scheme 
is likely to be. 

Some of the more serious defects of the schemes are the 
following: 

1. The employers, or the boards of directors of the companies, 
reserve the power to alter or terminate the profit-sharing at their 
own discretion. Thus the employees have no assurance that extra 
exertion on their part will be rewarded. 

2. Theadministration of the schemes is one-sided—the employees 
having no direct representation or control in their operation. The 
fuller confidence and co-operation of employees would more prob- 
ably be secured if they were themselves given some practicable 
share in the control of the schemes. 

3. The basis for apportioning net profits between capital and 
labor, the reasons for the particular divisions decided upon, and the 
method of calculating an individual bonus are not made clear to 
the employees. This tends to misunderstanding and to doubt of 
the employer’s motives, and may cause employees unjustly to 
suspect that the company is retaining for itself excessive profits. 

4. Annual payment of the bonus is a defective provision of 
profit-sharing schemes. The period between payments is too long 
to expect the typical employee to show sustained interest on 
account of the extra compensation. 

5. If profit-sharing is to appeal to employers, as a permanent 
business proposition, and not merely as a vague welfare project, it 
must justify its use on economic grounds. Employees do not desire 
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the benevolence or charity of their employers, nor do employers 
conduct business for such purposes. This means that if profit- 
sharing is to earn its way, the plant adopting it must have an 
organization, management, or habits of work among the workmen 
which are in need of improvement. A plant already on its most 
efficient basis of operation can obviously gain little by a general 
profit-sharing offer. 

6. The economic basis for profit-sharing is often indistinct and 
uncertain. The employers adopting it may profess to a vague 
belief that the promise of a variable annual dole out of profits has 
induced employees to become more interested and less wasteful 
workers. But the employer rarely attempts to determine by accu- 
rate checks whether profit-sharing has effected any measurable 
improvement in quality or quantity of output, reduced the rate 
of labor replacement, or diminished absenteeism and unrest among 
the workmen. Such checks could be utilized to advantage. 

7. There is a danger from the company’s standpoint that the 
individual bonuses paid when profits are highest may be demanded 
as permanent additions to wages. The employee becomes accus- 
tomed to a higher annual income, and unless the higher level of 
income and consumption can be maintained there will be complaint 
and dissatisfaction. 

8. There is danger from the employee’s standpoint that the 
bonus may serve to keep wage scales from advancing regularly 
with the market rates. Under most profit-sharing schemes the 
employee has no assurance that this will not be the case. He thus 
has continued cause for dissatisfaction. 

g. An indispensable condition for satisfactory industrial rela- 
tions is mutual confidence between employers and employees. 
Experience shows clearly that employers who have adopted and 
administered profit-sharing have taken for granted the confidence 
of the workmen, and so neglected to make adequate provision to 
secure and maintain it. The consequence has been that the work- 
men are reported as failing to show any greater interest in or 
loyalty to the company after the introduction of profit-sharing 
than previously. 





A SURVEY OF PROFIT-SHARING AND BONUSES 541 


One way to overcome the distrust of the workmen would be to 
open the books of the company under any desirable safeguards and 
restrictions for the inspection of any employee, or of a committee, 
or representative of the employees at regular intervals. This 
would, it is true, constitute wide departure from the prevailing 
practice in such matters, but if it removed the source of suspicion 
and unrest it should be worth while. 

10. A fundamental reason for ineffectiveness of profit-sharing 
schemes is that none has been devised in which each individual is 
allowed free scope for personal achievement. Personal ambition 
is a more powerful incentive to exertion than a desire for the general 
welfare. The few misplaced drones, who do the loafing and share 
equally in the profits with the rest, under co-operation are sure to 
drag the better man down toward their level. 

11. Workmen are always willing to share the profits, but they 
are neither able nor willing to share the losses. Furthermore, it 
may be neither practicable nor just that they should share either 
the profits or the losses, since these may be due in great part to 
causes entirely beyond their influence or control, and to which they 
do not contribute. 


CRITICISM OF TASK-AND-BONUS PLAN 


1. Task-and-bonus schemes bring with them possibilities of 
enormous increase in productive efficiency. 

2. Emphasis upon knowledge of facts as to efficient plant organi- 
zation and upon measurement of actual work accomplished by each 
man as a basis for wages suggests the value of a concrete method of 
approach to all other aspects of industrial problems. Among these 
other aspects about which facts should be gathered are the effects 
of task work upon the longevity, health, absenteeism, and regu- 
larity of employment of the workers. 

3. Efficiency-bonus schemes as administered heretofore are 
defective because arbitrary judgment is depended upon to decide 
whether bonus payments shall begin in a particular plant at 663, 
75, or other per cent of a standard-time performance, what the rates 
of bonus as well as the standard time limits themselves shall be, 
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and what, if any, penalties and deductions should be imposed for 
spoilage and inferior work. However well-intentioned the man- 
agement of a plant may be, the power thus to set time limits for 
efficient work and to alter them as conditions change may be easily 
misused in actual operation by subordinates so as to undermine the 
morale of the working force. 

4. Any bonus scheme under which it is impossible for the work- 
men to understand how to calculate their individual bonuses each 
week is a source of mistrust, discontent, and complaint. These 
conditions invariably tend to produce an excessive labor turnover. 

F, E. WOLFE 


Cuicaco, ILL. 





THE NATIONAL ADJUSTMENT COMMISSION 


The numerous boards and commissions called into being by the 
government for the adjustment and control of wages and conditions 
of labor during the war have all been abandoned. An exception 
might be made in the case of the Railroad Labor Board, established 
when the roads were returned to private operation, but this Board 
is quite unlike the previous boards of railroad wages and working 
conditions set up during government operation and is in no sense a 
continuation of those boards. 

Of these war-time agencies, the National Adjustment Commis- 
sion for the longshore industry survived longest. It was continued 
without change for a year after the Armistice and was then 
reconstituted on what was avowedly a permanent peace-time basis, 
only to be summarily disposed of a year later. Thus to a natural 
interest in the record of the Commission as a war-time agency of 
adjustment in an industry of such strategic importance as the 
loading and unloading of ships, there is added the interest which 
attaches to any peace-time experiment in the field of industrial 
relations. 

Origin and organization.—The National Adjustment Commis- 
sion as first constituted followed closely upon the organization of 
the Committee on Shipping of the Council of National Defense. 
In June, 1917, the Atlantic Agreement, so called, was drawn up for 
the determination of wages and working conditions of men employed 
on oceangoing vessels. ‘Two months later the National Adjustment 
Commission was created in accordance with an agreement entered 
into by the United States Shipping Board, the Secretary of War, 
the Secretary of Labor, the American Federation of Labor, the 
International Longshoremen’s Association, and the principal ship- 
ping interests of the Atlantic and Gulf coasts. Subsequently the 
agreement was ratified in modified form by shipping interest of the 
Puget Sound District and by the Lumber Carriers’ Association of 
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the Great Lakes.’ Shipping interests at San Francisco refused to 
come under the agreement because of opposition to the Longshore- 
men’s Association. 

The original agreement is a brief document providing for the 
appointment of the members of the National Commission, the 
setting up of local commissions, recognition of the union scale of 
wages and conditions as a basic standard, self-adjustment or adjust- 
ment by local commissions wherever possible, but with original and 
final jurisdiction vested in the National Commission in special 
circumstances, and laying down the general principle of no inter- 
ruption to industry and the acceptance of decisions. 

The war-time character of the agreement is indicated by the 
provision for membership. The National Commission was made 
up of four members: one nominated by the Shipping Board, one by 
the secretary of war, one by the International Longshoremen’s 
Association, one by the Committee on Shipping of the Council of 
National Defense to represent the coastwise carriers and to act only 
in cases involving coastwise service, with an alternate nominated 
by the same committee to represent carriers engaged in foreign trade 
and to act only in cases involving foreign service. The Shipping 


Board representative served as chairman, but this is not provided 
in the agreement.” 

Local adjustment commissions under the original agreement 
were to be formed in important ports. The organization of each 
local commission was substantially similar to the National Commis- 


* The Puget Sound operators and stevedores agreed to reference to the National 
Commission in case of failure to adjust locally; the Lumber Carriers’ Association 
of the Great Lakes subscribed to a local committee appointed under the rules of the 
National Adjustment Commission with the right of appeal to the latter body. 

2 The original membership of the Nationa! Adjustment Commission consisted of 
vice-chairman, Raymond B. Stevens, representing the United States Shipping Board; 
Mr. Walter Lippmann, representing the War Department; Messrs. P. A. S. Franklin 
and H. H. Raymond, representing deep-sea and coastwise shipping interests respec- 
tively; and Mr. Thomas V. O’Connor, president of the International Longshoremen’s 
Association, representing that organization. Mr. Stevens was elected chairman of 
the Commission, and Mr. Louis Levy was elected secretary. Ex-Governor Robert P. 
Bass succeeded Mr. Stevens as chairman in December, 1917, and was in turn succeeded 
by Professor William Z. Ripley, in January, 1919. Mr. H. B. Ehrman succeeded 
Mr. Levy as secretary in November, 1918. In January, 1919, Mr. B. M. Squires was 
elected executive secretary and Mr. A. H. Stockder assistant secretary. 
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sion except that the War Department and the Shipping Board were 
represented jointly by one member, usually an army officer, who 
served as chairman by common consent. In practice nomina- 
tions to membership on the local commissions were made to the 
National Commission. In all, twelve permanent local commissions 
and five special commissions were set up." 

The agreement provided that all differences which might arise 
in any particular port should be adjusted by the local commission 
if possible and that in case either party was dissatisfied with the 
decision of the local commission it might appeal to the National 
Commission for a review. However, it rested with the National 
Commission to determine in what ports local commissions should 
be set up. Moreover, the elasticity of the agreement made it 
possible for the National Commission to assume original jurisdic- 
tion. Thus it was provided that “‘in case of expiration of any agree- 
ment as to scale of wages, hours, and conditions now in force, the 
National Commission shall adjust the new scale of wages, hours, 
and conditions provided an agreement cannot be reached by the 
employers and the union,” and, further, that “consideration shall 
be given to special circumstances, if any, which may require 
particular advances in wages or changes in other standards.” 

Jurisdiction.—The jurisdiction of the National Commission and 
of local commissions was limited by the original agreement to 
controversies arising in the loading and unloading of ships. But the 
loading and unloading of ships is so closely associated with railroad 
freight-handling at water terminals that overlapping is inevitable, 
and in any event a wage adjustment covering one has an immediate 
effect on the other. Moreover, with the placing of coastwise lines 
under the Railroad Administration, coastwise longshoremen, though 
working alongside deep-sea longshoremen, were no longer under the 
jurisdiction of the National Adjustment Commission. The Rail- 
road Administration persistently refused to be bound in advance by 
any wage increase granted by the Commission, though consenting 

* Permanent local commissions were set up at Baltimore, Boston, Charleston, 
Chicago, Galveston, Honolulu, Mobile, New Orleans, Norfolk, Portland, Maine, and 
San Juan, Porto Rico. Special commissions were set up at Ashland, Wisconsin; 


Buffalo, New York; Green Bay, Wisconsin; Portland, Oregon; and the Puget Sound 
District. 
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to representation on the National Commission and, for the most 
part, accepting its recommendations. This made for aggravating 
delays, and led finally to an announcement by the Railroad Admin- 
istration that in the future adjustments would be made by its own 
agencies, whereupon the Commission declared that all co-operative 
arrangements were at an end. Unfortunately, this is but one of 
the many instances of conflicting jurisdiction of war-time adjust- 
ment agencies which neither the War Labor Policies Board nor the 
Conference Committee of Labor Adjustment Agencies, whether 
from apathy or lack of authority or both, seemed able to avoid. 

Apart from the jurisdiction conferred upon the National Adjust- 
ment Commission and its agencies by the original agreement, the 
Commission frequently exercised jurisdiction by the joint request 
of the parties to a dispute. These cases had to do for the most part 
with the operation of harbor craft and harbor marine equipment. 
Here again was debatable ground as between the Commission, the 
Railroad Administration, and special adjustment boards under no 
central jurisdiction. 

Principles and awards.—In the adjustment of disputes the 
Commission was left largely to its own initiative, subject only to 
the provision in the agreement that the union scale of wages, hours, 
and conditions in force August 1, 1917, should be adopted as the 
basic standard with reference to each port. In practice the Com- 
mission, like other agencies of adjustment, was governed in part 
at least by what seemed most expedient, though the chairman of 
the Commission in his report for the period ending December 31, 
1918, stated that “the principles which have governed the decision 
of the National Adjustment Commission have been those announced 
by or with the authority of the President with respect to such 
matters, including the principles announced by the War Labor 
Board and the War Labor Policies Board.’’ 

The Commission, like other wage boards, was influenced natur- 
ally by adjustments in other industries, particularly in industries 
that might be regarded as similar or competitive, and by increases 
in the cost of living. Broadly speaking, increases awarded by the 


* National Adjustment Commission, Chairman’s Report for the Period Ending 
December 31, 1918, “Principles of Decision,” p. 9. 
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Commission paralleled increases to other classes of labor and were 
slightly in advance of increases in living costs. In the longshore 
industry as in most industries under the jurisdiction of an adjust- 
ment agency, the tendency was toward a standardization of wages 
and working conditions. 

With respect to the question of unionism the Commission was 
in a singularly favorable position. The International Longshore- 
men’s Association was the controlling factor in the longshore 
industry in most ports over which the Commission had jurisdiction 
and its members had enjoyed preferential employment prior to the 
inception of the Commission. The usual practice followed by the 
Commission was to pass upon basic wage rates and conditions, 
following which shipping interests and the union entered into an 
agreement embodying the award of the Commission. In a few 
cases, however, the Commission incorporated points of prior accept- 
ance with its decision, and issued the whole as an award, thus 
giving official sanction, at least, to union preference in employ- 
ment. 

No provision was made for the enforcement of awards, but it 
was agreed that in all cases work should continue uninterruptedly 
pending the action of any local commission or the decision of the 
National Commission and that all adjustments of wages, hours, 
and conditions made by the National Adjustment Commission 
should be binding on all parties. 

The early cases coming before the National Commission were 
chiefly appeals from decisions of local commissions and special 
cases in which the Commission acted by joint request of the dis- 
putants. Original jurisdiction in disputes affecting longshoremen 
was taken in a few instances where local commissions had not been 
set up or where a question of principle was involved with which the 
local commission was reluctant to cope. 

One effect of local adjustments was a lack of uniformity in wage 
rates and working conditions as between the several ports. Under 
normal conditions this need has given no grave concern and might 
have been left to work itself out, but the increasing demands of the 
war upon the labor power of the nation gave rise to competitive 
bidding for labor and made desirable a comprehensive review of the 
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entire longshore-labor situation in relation to labor in other indus- 
tries. It seemed probable, too, that it would become necessary to 
shift longshore labor from port to port, which in itself called for a 
greater uniformity in wages and conditions of employment. 

An opportune time for such a review presented itself with the 
expiration in September, 1918, of many of the local longshore 
agreements and awards. The National Commission proceeded to 
take original jurisdiction and to establish wage scales and working 
conditions by districts instead of by ports. North Atlantic ports, 
including the Hampton Roads District, and Gulf ports, were placed 
on a parity with respect to wages and hours of deep-sea longshore- 
men. With the approval of the Railroad Administration coastwise 
longshoremen in North Atlantic ports were advanced to the level 
of deep-sea longshoremen, thus doing away with a long-established 
differential. 

The most far-reaching decision of the Commission, embodied in 
the above-mentioned general award, established the eight-hour day 
with Saturday half-holiday, the former applicable to all North 
Atlantic and Gulf ports, the latter to all North Atlantic ports. The 
eight-hour day was held to be necessary on account of its general 
adoption in other industries. Moreover, shipping interests at San 
Francisco, who had refused to accept the jurisdiction of the Com- 
mission, had subscribed to the eight-hour day and to a wage rate 
considerably in excess of that established by the Commission for 
Atlantic ports. All Pacific ports were forced to follow the lead of 
San Francisco and the influence was apparent in Atlantic and Gulf 
ports. The Saturday half-holiday was established by the Com- 
mission in anticipation of an executive order extending the principle 
to all industries, though the order was not issued and the Commis- 
sion was criticized severely for its action. 

The signing of the Armistice shortly thereafter destroyed some- 
what the argument in favor of standardization, though probably no 
other industry was less immediately affected by the sudden cessa- 
tion of hostilities than the shipping industry. Civilian populations 
of Europe were in pressing need of food and other supplies for the 
maintenance of life and order and for rehabilitation. Vast armies 
required support. As against both was the demand upon shipping 
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for the return of demobilized forces. Any serious interruption to 
shipping at this time might well have implied graver consequences 
than during actual hostilities of war. 

Under such circumstances the question of abandoning or con- 
tinuing agencies of adjustment in the shipping industry did not at 
once arise. Serving also to postpone consideration of the question 
as touching upon the National Adjustment Commission was the 
fact that, for the most part, awards effective at the time of the 
Armistice were not dated to expire until late the following year. 

It might be expected that during the effective period of the 
awards the Commission would be concerned chiefly with questions 
of interpretation and administration. A few cases, however, that 
had not been settled in the general adjustment preceding the 
Armistice came before the Commission early in 1919. Of these, 
the most important had to do with coastwise longshoremen in Gulf 
ports and in the Hampton Roads District. In the former case an 
award was made effective until June 30, 1919, and to continue 
thereafter unless revision was requested. In the Hampton Roads 
District a reduction in day wages was made from sixty-five to fifty 
cents per hour on the ground that coastwise shipping interests would 
be forced to discontinue operation at these ports unless the wage 
charge was lowered. Both awards were approved by the Railroad 
Administration. 

The awards above mentioned, with several others supplementary 
to or in interpretation of the general award of 1918, were upon origi- 
nal jurisdiction of the National Commission. Local commissions in 
fact were never fully reorganized following an order by the secretary 
of war, in June, 1918, withdrawing all army officers serving as chair- 
men of local commissions. The general adjustment for all ports by 
the National Commission tended no doubt to lessen the apparent 
need of local agencies of adjustment. At any rate few of the local 
commissions were functioning at the time of the Armistice, and 
increasing difficulty was experienced in finding men willing to serve 
as chairmen who were acceptable to both sides. 

The early history of the Commission would not be complete 
without mention of another phase of activity. In keeping vith 
other adjustment agencies the Commission was constantly in need 





55° BENJAMIN M. SQUIRES 


of information, in addition to that presented in the course of a 
hearing on specific demands, on which to base wage adjustments, 
and proceeded to develop an organization of its own for the purpose 
of gathering suchinformation. This is indeed one of the weaknesses 
of our administrative machinery, wasteful at all times, but tremen- 
dously so during the war, that instead of centralizing statistical work 
in one bureau or department, each department of the government, 
and during the war each adjustment agency, organized its own 
statistical bureau and duplicated, in many respects at least, the 
work of other bureaus. This work of the Commission was in time 
centralized in the Marine and Dock Industrial Relations Division 
of the Shipping Board, though until the close of 1918 there was 
no clear line of demarcation between that Division and the 
Commission." 

Steps toward reorganization.—Although the original agreement 
constituting the Commission did not provide for its termination, it 
contained provisions for the appointment of members to the Com- 
mission by purely war-time agencies, thus clearly implying a war- 
time period of effectiveness. Three factors may be mentioned as 
serving to make possible the reorganization of the National Adjust- 
ment Commission ona peace-time basis. First and most significant, 
both as determining the composition of the Commission and as 
affording a means of initiating and pressing the proposal to reconsti- 
tute it, was the dominating interest of the Shipping Board as an 
owner and operator of vessels. The Shipping Board is the largest 
vessel-owner in the world. The total tonnage controlled, including 
ships operated directly, on account, or subject to charter provisions 
prescribed by the Shipping Board, exceeds the combined tonnage of 
all privately owned ships in the United States. The alternative 
was faced by private interests, therefore, of accepting, or at least 
being influenced by, adjustments arrived at between the Shipping 
Board and labor, or of joining in an agreement providing adjustment 

t The Marine and Dock Industrial Relations Division was constituted in October, 
1918, with the chairman of the National Adjustment Commission as director of the 
Division. Following the Armistice it seemed desirable to separate the Commission 
from the Division of Industrial Relations. The main office of the former was moved 


to New York, and with one exception, to be noted later, the functions of the Com- 
mission thereafter were purely judicial and mediatory. 
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machinery and having a voice in the determination of wages and 
working conditions. But what is more important, the Shipping 
Board was in a position to propose to both sides that a permanent 
adjustment agency be set up, and could urge the proposal, whereas 
for either private shipping interests or employees thus to importune 
would have given rise to a suspicion of weakness. 

__ The second factor making for the acceptance of the proposal to 
reconstitute the National Adjustment Commission was the unques- 
tioned success of the Commission as a war-time agency. No serious 
interruption to shipping occurred during the war, but although this 
record might properly be attributed to the efforts of the Com- 
mission, it constitutes by no means a measure of its success. All 
strikes were frowned upon during the war and were regarded as a 
violation of labor’s pledge to the government. No wage considera- 
tion would have been permitted to interfere with shipping, and the 
success of the Commission is to be measured by its ability to keep 
labor satisfied with wage increases which in the main were but 
proportionate to increases in the cost of living and to wage 
adjustments in other industries. 

The character of men on the Commission, and particularly of 
those serving as chairmen, was responsible in large measure for the 
success of the Commission and helped to give the Commission 
more than a war-time hold on the shipping industry. This is of 
especial significance when it is considered that labor had only 
one representative among four members. Under such circum- 
stances only a reputation for fairness would have convinced labor 
that its interests were properly safeguarded. Men with narrower 
vision and a less sympathetic or conciliatory attitude toward labor 
might easily have precipitated a strike though quite as liberal in 
their awards. 

The third factor, inseparable from the second, but which had a 
marked influence on private shipping interests, is the reputation of 
the leaders of the longshoremen for fair-mindedness and for standing 
by agreements. It is conceivable that a war-time emergency might 
have made for collective agreements in order to avoid interruption 
to shipping, but the renewal of such agreements would scarcely have 
been favored by shipping companies if union officials had taken 
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advantage of a strategic position during the war to force 
adjustments arbitrarily. 

As in the original agreement, the Shipping Board took the 
initial step. Two resolutions were passed calling a conference of 
various shipping interests and employees. In accordance with 
these resolutions, a joint shipping-industrial conference was called 
at Washington, D.C., June 4, 1919. In attendance were some two 
hundred representatives of associations of employers and employees 
engaged in harbor and ocean-marine transportation, and govern- 
ment departments interested either directly or indirectly. Pacific 
Coast shipping interests declined to participate in the conference. 

The conference resolved itself into three sections—a marine 
section, a harbor section, and a longshore section. The marine 
section deadlocked on the question of union preference in employ- 
ment. The harbor section went as far as to recommend the estab- 
lishment in important ports of local arbitration boards made up 
of equal representatives of employers and employees, but without 
government participation. The longshore section, however, ap- 
proved a tentative agreement to govern industrial relations in the 
longshore industry and voted to submit it to the various interests 
for approval. 

The International Longshoremen’s Association submitted the 
proposed agreement to each of its locals, directing them to 
instruct delegates to a forthcoming convention how to vote on the 
question. Associations of steamship interests and contracting 
stevedores submitted the proposal to their membership. The 
Trans-Atlantic Associated Freight Conferences, comprising the 
principal transatlantic lines and contracting stevedores of the port 
of Greater New York and vicinity, adopted the agreement in prin- 
ciple leaving the details to be worked out by its standing committee. 
The International Longshoremen’s Association in convention with- 
out a dissenting vote authorized a committee to negotiate an 
agreement. 

Committees of the Trans-Atlantic Associated Freight Confer- 
ences and the International Longshoremen’s Association met and 
with some few changes adopted the agreement first approved at the 
Washington conference. The amended agreement was resubmitted 
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to and ratified by associations of deep-sea steamship interests of 
the Atlantic and Gulf ports, the Executive Council of the Interna- 
tional Longshoremen’s Association, and the United States Shipping 
Board. Coastwise steamship interests did not subscribe to the 
agreement. This was due partly to the continued control over some 
of the lines by the Railroad Administration and the unwillingness 
of other lines to enter into a contract that did not bind all lines. 

The new agreement.—The new agreement provided for a 
National Adjustment Commission made up of five active members, 
of which the chairman was to be chosen by the Shipping Board, 
two members by the International Longshoremen’s Association, and 
two by shipping interests signatory to the agreement. The Depart- 
ments of War, Navy, Labor, and Commerce, and the Railroad 
Administration were given the privilege of naming advisory mem- 
bers. Employer and employee representation on the Commission 
was by a system of alternates, two employers and two employees 
being chosen to represent each of nine districts and to serve only 
when questions concerning a particular district arose. It was 
provided, however, that nothing would prevent the same person 
being named to serve different districts. The neutral chairman 
was to be the same for all districts. 

Exclusive of advisory members, there were thus eighteen repre- 
sentatives each of employers and employees and one of the Shipping 
Board on the Commission, though for adjustment purposes only 
five were to serve at one time. All members, including advisory, 
might meet as occasion required as a General Dock Council. When 
meeting in that capacity, however, they had no powers other than 
advisory and recommendatory. 

As in the original agreement, emphasis was placed on local 
adjustment. The National Commission had original jurisdiction 
only in the absence of a local agency, with the joint consent of the 
parties, or in cases where the question at issue involved two or more 
ports. In the event of failure of a local commission to adjust, or 
on appeal from the decision of a local commission, the case went 
directly to the National Commission, whose decision was final. 

Administrative functions of the Commission were vested in an 
executive secretary appointed by the Commission. Like the 
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neutral chairman, the executive secretary remained the same for all 
districts. Administrative expenses were to be paid by the Shipping 
Board, but employer and employee members of the National Com- 
mission or of local commissions served without salary and their 
traveling and other expenses were borne by the respective interests 
which they represented. 

No power was given to enforce the awards of the Commission, 
but the agreement provided that 
no stoppage or lockout of any kind whatever shall take place until the difference 
or dispute shall have been referred and dealt with according to this agreement 
or rules which may be established under it. The several parties to this agree- 
ment obligate themselves to give effectiveness to the recommendations of the 
National Adjustment Commission or its agencies and to take such steps as 
may be necessary to assure the carrying out of this agreement by individual 
members of the associations signatory thereto. 


The agreement was effective for one year, though it might be 
amended by the affirmative vote of a majority of each of the 
respective interests. After the expiration of one year the agreement 
was to continue except that any party thereto might withdraw sixty 
days after written notice of such intention to withdraw had been 
filed with the secretary, but such withdrawal was not to terminate 
the agreement with respect to the remaining parties so long as the 
parties comprised employer groups, employee groups, and the 
government. 

The new machinery differed from the old in two important 
respects. First, it was avowedly more democratic. The funda- 
mental principle was local autonomy, both sides having the opportu- 
nity of self-adjustment, of referring their differences to a local 
commission, and finally of appealing, or by joint consent going 
directly, to a superior tribunal, the National Commission, on which 
each side had equal representation. An added feature emphasizing 
the amenability of the plan to the industry was the provision for 
an industrial parliament, the General Dock Council, whose delib- 
erations had to be referred to the constituents for approval or 
disapproval. 

Second, the new organization was decentralized as contrasted 
with a highly centralized organization under the old plan. As first 
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constituted, under war-time conditions, four men represented deep- 
sea shipping interests, longshoremen, and the government for all 
ports and all cases coming before the National Commission, and, 
as indicated previously, it rested with the National Commission to 
decide whether an emergency situation demanded original juris- 
diction rather than reference to a local commission. By substitut- 
ing two coastwise representatives for two deep-sea representatives, 
the Commission had jurisdiction over all coastwise matters, subject 
later to approval by the Railroad Administration. 

The new arrangement contemplated in effect nine national 
adjustment commissions, each supreme in its own district and hav- 
ing no authority over other districts. Moreover, the National 
Commission for any district was obliged to await appeal from deci- 
sions of local commissions or the joint consent of the disputants 
before jurisdiction could be taken. There were two ways, however, 
of increasing this somewhat limited power of the National Com- 
mission. It rested with the National Commission to determine 
in which ports it was necessary or advisable to establish local 
commissions, and where no local agency of adjustment had been set 
up the National Commission was empowered to exercise original 
jurisdiction. It was provided, too, that where questions involved 
were of common interest to two or more ports, the National 
Commission could act without reference to local commissions. 
Inasmuch as the interpretation of the agreement rested with the 
National Commission, this latter provision might conceivably have 
been construed to govern in any consideration of uniform demands. 

Organization and work of the new commission..—The National 
Adjustment Commission was formally reconstituted for the North 

: The complete personnel of the National Adjustment Commission as reorganized 
was as follows: chairman, Professor William Z. Ripley; executive secretary, B. M. 
Squires; assistant secretary, A. H. Stockder; advisory members: War Department, 
Brigadier General Frank T. Hines; Department of Commerce, Inspector-General 
George C. Uhler; Department of Labor, B. M. Squires; employer members: North 
Atlantic Deep-Sea District, F. Toppin and Oakley Wood; Gulf Deep-Sea District, 
H. G. Strachan and J. M. Whitsitt; North Atlantic Coastwise, E. A. Kelly and E. R. 
Richardson; employee representatives: North Atlantic Deep-Sea District, T. V. 
O’Connorand Joseph P. Ryan; Gulf Deep-Sea District, J. H. Fricke and A. J. Chlopek; 


South Atlantic Deep-Sea District, J. J. Fricke and J. A. McCann; North Atlantic 
Coastwise District, T. V. O’Connor and Joseph P. Ryan. 
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Atlantic Deep-Sea District, September 26, 19r9, and on the same 
date began hearings on demands of deep-sea longshoremen at the 
several ports in the district. The demands had been presented 
previously to employing interests, but after several conferences it 
was agreed by both sides to waive reference to local commissions 
and submit the case directly to the National Commission. Shortly 
thereafter identical demands were made by coastwise and deep-sea 
longshoremen and affiliated craft in all Atlantic and Gulf ports, in 
most of which existing agreements and awards were due to expire 
September 30. 

Thus before the Commission was fully reconstituted for all 
districts, it was faced with the prospect of having to hear evidence 
and determine wages and working conditions for the various classes 
of longshore labor (aggregating twelve at the port of New York) 
for some twenty ports, each of which wanted a separate hearing. 
Possibly, if the new agreement had been longer in effect, with local 
commissions reorganized and in readiness to act, the procedure 
would have been different, but without such local commissions and 
with but a few days intervening before the new demands were 
effective, the general disposition was to insist on having the case 
heard by the National Commission. 

The first defect in the machinery became apparent early in the 
hearing when the chairman of the Commission was notified by the 
Shipping Board that in view of the then high level of longshore 
wages, the attitude of the President to advances in railroad wages, 
and the approaching international labor conference the Board was 
opposed to any general advance in longshore wages. The question 
arose immediately whether the chairman of the Commission, having 
been named by the Shipping Board, was a representative of the 
Board and as such amenable to instructions. This was not a new 
issue. It had been raised by representatives of the longshoremen 
when the question of ratifying the new agreement was under 
consideration. Obviously the Shipping Board as owner and opera- 
tor of ships had interests identical in many respects with the 
interests of private operators, and if the chairman of the Commission 
was to be responsible to the Shipping Board the whole arrangement 
would have been open to the charge that labor did not have an equal 
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voice with employing interests. Representatives of longshoremen 
on the Commission announced that if the chairman considered 
himself bound by the attitude of the Shipping Board they were 
unwilling to proceed with the hearing. The chairman of the Com- 
mission announced publicly, however, that he could not regard the 
notice from the Shipping Board in the light of instructions which he 
was bound to follow and that his decision would not be affected 
thereby. 

After exhaustive hearings and a delay due to a strike of brief 
duration, an award was issued to deep-sea longshoremen in North 
Atlantic ports, increasing the previous day rate by five cents, and 
the overtime rate by ten cents, per hour. Representatives of 
the longshoremen on the Commission dissented from the major- 
ity opinion. In announcing the award the chairman quoted 
from the President’s proclamation in which it was requested 
that a truce be declared in wage contests until the government 
had been given an opportunity to carry out its program for 
the reduction of prices. Attention was also directed to repeated 
charges made by shipping interests that efficiency had gone down 
as wages had gone up. Promise was given that the case would 
be reopened in sixty days on the Commission’s own motion if prices 
had not declined substantially by that time or if the men showed 
improvement in performance. 

An unauthorized strike followed at the port of New York, 
completely paralyzing shipping for a period of several weeks. The 
strike was aggravated, if not inspired, by factional differences within 
the union, and intense bitterness resulted. Every effort was made 
by union officials to bring about resumption of work in compliance 
with the agreement, but a large part of the rank and file turned for 
the time to new leadership. The press was unanimous in condemn- 
ing the strike. The War Department and the Shipping Board 
announced their intention to move the ships directly under their 
control. The secretary of labor called upon the men to observe 
their agreement, but yielded at the same time to the urgings of the 
mayor of New York City and appointed a mediation commission 
whose first act was to suggest a compromise settlement. Control 
was finally regained by union officials, but not until enormous loss 
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was occasioned. In the meantime the award was accepted at other 
North Atlantic ports without interruption to shipping. 

Prior to the strike the Commission had taken evidence affecting 
other classes of longshore labor. The question arose whether any 
further awards should be made during the strike, but in view of the 
fact that the strike was unofficial and that other crafts were simply 
forced out of work by the strike, the Commission departed from 
established practice and not only issued awards on completed 
evidence, but heard other cases without waiting until the men 
returned to work. For the most part the awards granted increases 
proportionate to the increase awarded deep-sea longshoremen and 
with the same provision for later review. Some few awards were 
made for a year with a higher wage increase. In the case of the 
coastwise longshoremen, employing interests, though not subscrib- 
ing to the agreement, offered to arbitrate the specific demands 
presented for North Atlantic ports. Conclusive evidence was 
presented showing that coastwise lines were operating at a loss, and 
the Commission announced that a wage increase was impossible 
until the lines received an increase in freight rates. 

The awards for North Atlantic ports and the strike of the long- 
shoremen at New York were not without effect in other ports. 
South Atlantic ports had never paid as high wages as North Atlantic 
ports and were least concerned, though identical demands were 
presented. Gulf ports, however, had paid at times a higher wage 
rate to deep-sea longshoremen than North Atlantic ports and during 
the previous year had been on a parity with them. Not all ship- 
ping interests at New York were convinced that the wage awarded 
was adequate, though they insisted on its observance. It was felt 
generally that there would be no substantial reduction in prices 
within the time specified in the award and that a further increase 
would be granted on review. 

Gulf steamship interests naturally wished to avoid the experi- 
ence of New York, and in the hearing before the Gulf Deep-Sea 
Commission, begun while the strike was in progress in New York, 
the anomalous situation developed of an apparent willingness to 
pay more than the New York award to avoid a possible strike— 
probably no more than it was thought would be granted in the 
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promised readjustment if prices did not decline, while at the same 
time it was clear that such increases would lend encouragement to 
the strike and discredit the Commission for the North Atlantic 
Deep-Sea District. 

Herein was manifested the most serious defect in the new ma- 
chinery, namely, the independence of each commission in its own 
district in the face of an unavoidable interdependence of shipping 
interests and labor. Only the persuasiveness of the neutral chair- 
man, coupled with a complete solidarity of shipping interests or of 
longshoremen, could avoid competitive bidding in wage adjustments 
as between the several districts. In any event the feeling was cer- 
tain to develop that the award in any one district would serve as a 
precedent for other districts and that subsequent hearings would 
be more or less perfunctory. Fortunately both shipping interests 
and the officials of the International Longshoremen’s Association 
realized the danger and the result was a postponement of the Gulf 
award and a hastening of the rehearing for North Atlantic ports. 
A further increase of ten cents per hour, effective December 1, 
1919, was awarded for the latter, and an increase of fifteen cents per 
hour, effective October 1, 1919, was awarded to deep-sea longshore- 
men in Gulf ports. 

One criticism, not without merit, was current—that if the 
original award for North Atlantic ports had granted an increase of 
ten cents per hour—five cents more than was first granted and five 
cents less than the readjustment—a strike, costing enough to have 
granted the full demands of the longshoremen (one dollar per hour) 
for a period of several years, would have been avoided and a saving 
of five cents per hour effected for all ports. This, of course, begs 
the whole question of the inviolability of agreements and places 
arbitration on the level of expediency. But is it possible to over- 
look the question of expediency? Or, to put it concretely, did this 
award rest on a sounder basis, and if so, what was the under- 
lying principle? To have hewn to the line of the President’s 
proclamation, avowedly the determining influence in the first 
award, would have meant no increase. A strike would have 
followed—this was generally admitted. The award was a com- 
promise, an expedient, in other words, from which developed a 
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situation that made further compromise necessary to avoid incon- 
sistency. 

The strike was not without salutary effect, whatever the money 
cost. It increased public respect for union officials, who, in the 
face of great obstacles, insisted that the agreement be carried out, 
and it brought into the open those who were opposing the policies 
and leadership of the organization. The failure of the strike served 
naturally to weaken those who led it, and those of the rank and file 
who had broken away from or been forced out of the organization 
made haste to renew their affiliation. 

As against the good effects of the strike must be weighed at 
least two ill effects. Unfortunately the feeling prevailed, not with- 
out reason, that the New York strike served to determine the Gulf 
award and to influence greatly the readjustment for North Atlantic 
ports. Thus, while the longshoremen were forced for a time to 
realize that agreements may not be violated without severe public 
condemnation, particularly where violation results in public 
inconvenience, it is to be doubted whether they appreciated the 
line of reasoning by which the Commission awarded a further 
increase of ten cents per hour following the strike or attributed the 
increase to forces other than their own economic strength. 

The other bad effect of the strike was its reaction on the Shipping 
Board. Opposed at first to any increase, the Shipping Board 
accepted reluctantly the first increase of five cents per hour and 
when the strike occurred was satisfied that an increase of that 
amount could not well have been avoided. But when the Gulf 
Commission proposed an increase, not of five cents but of fifteen 
cents per hour, and it was realized that a further increase would be 
necessary at North Atlantic ports for the sake of consistency, the 
Shipping Board voiced a pronounced objection to the whole arrange- 
ment. ‘This was the first strong note of opposition to the agreement 
on the part of the Shipping Board, an opposition that led finally to 
withdrawal by the Shipping Board and the dissolution of the 
Commission. 

Local adjustment commissions—As explained previously, the 
machinery provided in the new agreement was not fully organized 
in time to deal with the new demands in the manner contemplated 
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by the agreement. This was particularly true of the provision for 
local adjustment, none of the local commissions being constituted 
when the demands were presented. 

Although thus forced to assume original jurisdiction, the Na- 
tional Commission declined generally to pass upon matters of purely 
local interest. The North Atlantic Deep-Sea Commission issued 
awards to longshoremen and shipping interests at the port of New 
York, but announced that the awards were applicable only in basic 
wage rates and conditions to other North Atlantic ports, in each of 
which the parties were requested to pass upon questions peculiar to 
the port, or, that failing to agree, a local commission would be set 
up. Subsequently local commissions were organized at Boston, 
Baltimore, and the Hampton Roads District, and, after al] matters 
in controversy were disposed of, the final agreements were issued by 
the National Commission in the form of awards applicable to the 
particular port in question. 

The Gulf Deep-Sea Commission issued awards touching only 
points of general applicability, after which the parties negotiated 
agreements embodying the provisions in the awards. Local 
commissions were later set up at New Orleans and Galveston. 

In the South Atlantic ports the procedure was somewhat dif- 
ferent. The same demands were presented on behalf of deep-sea 
longshoremen as in North Atlantic and Gulf ports, but deep-sea 
shipping interests were insistent that the demands be considered 
first by local commissions. A local commission was constituted for 
the port of Savannah and an award was issued, but appeal was 
immediately taken by the longshoremen. The case was reviewed 
by the National Commission, constituted for the South Atlantic 
Deep-Sea District, and a slight increase granted over the award of 
the local commission. Other South Atlantic ports accepted reluc- 
tantly and but partially the wages and conditions finally determined 
for Savannah. 

The coastwise situation.—The final adjustment of wages of deep- 
sea longshoremen increased the differential between coastwise and 
deep-sea men. Before the war the basic rate of deep-sea longshore- 
men was from ro to 20 per cent higher than the coastwise rate. Just 
before the Armistice, as stated previously, rates were made uniform 
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for all longshoremen in North Atlantic ports. The final award of 
the new Commission gave deep-sea men approximately 25 per cent 
more than the rate for the previous year. Coastwise longshoremen 
protested vigorously that they were as much entitled to an increase 
as the deep-sea longshoremen, and a strike was threatened. The 
Commission, which had been given only a limited jurisdiction 
in coastwise matters, had declared against a wage increase, but 
in an effort to avert a strike a general conference of coast- 
wise interests was called early in December, 1919. Coast- 
wise shipping interests, including the Railroad Administration, 
submitted statements showing enormous operating losses and 
refused to resubmit the case, though expressing a willingness to 
consider a wage increase whenever a rate increase was possible. 
At that time it appeared that a rate increase to railroads would be 
granted upon the return of the roads to private operation. Until 
such an increase was granted the Commission felt that coastwise 
lines, competing with rail lines, could not increase rates and expect 
to attract traffic. 

Coastwise longshoremen were persuaded to defer strike action 
for the time. The Esch-Cummins Act, releasing the railroads 
from federal control, did not make provision, however, for an 
immediate rate increase, but, instead, guaranteed a percent- 
age return for a period of six months without extending the 
guaranty to coastwise steamship lines. Further conferences were 
held with the Commission, but coastwise interests persisted in their 
refusal to resubmit the case. The chairman of the Commission 
addressed an open letter to coastwise longshoremen, explaining that 
the Commission was without jurisdiction, and that even if the case 
were submitted he could not vote for a wage increase that would 
still further increase operating losses and perhaps make for 
suspension of service. The national officials of the International 
Longshoremen’s Association urged the men to continue work, but 
several coastwise locals called strikes, and shortly after March 1, 
1920, when all coastwise lines were again under private control, 
coastwise longshoremen quit work in practically all Atlantic and 
Gulf ports. 

The strike came at a time when perishable foodstuffs from the 
South were on the market and led immediately to protests and 




















THE NATIONAL ADJUSTMENT COMMISSION 563 


appeals from chambers of commerce and merchants’ associations. 
The coastwise lines announced their intention to operate with men 
willing to work, whether union or non-union. Then the teamsters 
at New York refused to remove freight unloaded by non-union 
longshoremen. An attempt to end the strike was made by the 
Department of Justice. Conferences were held with representa- 
tives of both sides and a mediation committee appointed, which in 
turn held conferences with all interests and finally requested the 
men to return to work. The question was submitted to the locals, 
but the men voted to stay out. 

Coastwise interests and merchants now made a determined effort 
to break the strike at New York. The support of the teamsters 
was admitted to be the main obstacle. A committee of merchants 
and manufacturers organized an independent trucking system. 
Complaints began to be filed with the Commission that deep-sea 
longshoremen were refusing to handle goods consigned from coast- 
wise lines or delivered by non-union truckmen. It seemed alto- 
gether probable that railway freight-handlers would take similar 
action. At this juncture, however, Judge Fawcett of the Supreme 
Court of the state of New York handed down a decision in effect 
that under the shipping act public carriers could not refuse to accept 
goods delivered by non-union men and the unions could not strike 
to force such refusal. This strengthened the case of the coastwise 
shipping companies and encouraged the merchants and manufac- 
turers in their efforts to carry on independent trucking. Shortly 
thereafter the Interstate Commerce Commission announced a rate 
increase to railroads applicable to coastwise lines. The wages of 
coastwise longshoremen were increased seven cents per hour and 
and the men who were still on strike returned to work. 

The coastwise strike should not have been charged against the 
Commission, since coastwise shipping interests were not parties to 
the agreement. However, the agreement of some of the lines to 
abide by the decision of the Commission on the demands of the 
coastwise longshoremen at North Atlantic ports and the acceptance 
of the decision by the Railroad Administration as soon as it became 
apparent that no increase would be granted, together with the fact 
that coastwise longshoremen were members of the same organiza- 
tion as deep-sea longshoremen and represented by the same officials, 
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made for the feeling that the Commission had unlimited jurisdic- 
tion. The failure of the Commission to intervene arbitrarily when 
the coastwise strike occurred, even though coastwise shipping 
interests refused to accept intervention by the Commission, was 
regarded by many, including the Shipping Board, as further evi- 
dence that the agreement was of doubtful value and should be 
abandoned as speedily as possible. 

Investigation of longshore-labor conditions—The functions of 
the National Adjustment Commission and of local commissions as 
set forth in the original and in the revised agreements were largely 
judicial and mediatory. The revised agreement provided, how- 
ever, that the General Dock Council might consider such questions, 
among others, as the standardizing of working conditions, the 
regularizing of employment and the recommendation to the govern- 
ment of the needs of the industry. Asa matter of fact, the General 
Dock Council never met in an official capacity, but the provision 
was made use of to press a request for an investigation into longshore- 
labor conditions. The need for such an investigation had long been 
apparent. Each hearing before the Commission had developed 
conflicting statements as to the earnings of longshoremen. Informa- 
tion appeared wholly lacking on which to base even a fair approxi- 
mation of individual earnings or the number of longshoremen 
earning specified amounts. , 

As soon as it seemed likely that the war-time agreement would 
be renewed on a peace-time basis, the Commission requested the 
Shipping Board to appropriate money for an investigation, but 
the request was denied. After the Commission was reconstituted 
the request was repeated. Coming in the face of Shipping Board 
opposition to wage increases—an opposition resting largely on the 
belief that longshoremen were overpaid—the request met with 
favorable reception and the Commission was authorized to proceed 
with an investigation into longshore employment, earnings, and 
output at the port of New York. 

Details of the investigation must be omitted. The investigation 
is significant chiefly because it represented a conscious effort to go 
beyond wage rates and to discover means whereby the industry 
could be put on a sounder economic footing. In authorizing the 
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investigation the Shipping Board requested the Commission to make 
such recommendations as the results of the investigation might seem 
to justify. Before the investigation was completed, however, the 
Shipping Board announced its intention to withdraw from the agree- 
ment, requested the Commission to wind up its affairs as rapidly and 
quietly as possible and not to discuss the results of the investigation 
with shipping interests or longshoremen. The last official act of the 
Commission was to transmit to the Shipping Board the report of 
the investigation together with the recommendation that a system 
of registration of longshoremen be introduced as a basis for deter- 
mining individual earnings with accuracy, the amount of shifting of 
longshore labor, and the expediency of introducing a clearing-house 
arrangement for allocating longshore labor and regularizing employ- 
ment. This recommendation was not adopted by the Shipping 
Board. 

The dissolution of the Commission.—Reference has been made 
previously to the provision in the agreement reconstituting the 
Commission for the withdrawal of any party thereto at the expira- 
tion of one year or any time thereafter by giving sixty days’ notice, 
and the further provision that such withdrawal would not terminate 
the agreement so long as the remaining parties comprised employer 
groups, employee groups, and the government. This was thought 
to give greater stability to the agreement. It was not contemplated 
that the Shipping Board might withdraw and, being the only 
government signatory, thus terminate the agreement irrespective 
of the wishes of the employer and employee groups. In fact, the 
Shipping Board was counted on to give effectiveness and perma- 
nence to the new agreement. What was not foreseen was that the 
Shipping Board personnel might change and with it the labor 
policy of the Board. 

Before the agreement was ratified the chairmanship of the 
Shipping Board changed and a new director of industrial relations 
was appointed. Some hesitancy was expressed over ratifying the 
agreement, but the longshore-wage demands were pending, shipping 
interests and longshoremen were proceeding on the assumption that 
the demands would be arbitrated, and the Shipping Board was 
committed too deeply to the plan to withdraw support at that time. 
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Shipping Board opposition to wage increases was announced a 
few days after the agreement was ratified. When the chairman of 
the Commission, as noted above, held that he could not regard the 
opposition as amounting to instructions, the Shipping Board asked 
for an amendment to the agreement so as to provide for direct 
representation of the Division of Operations and, if necessary, for 
an additional representative of labor to preserve the balance. 
Private shipping interests accepted the proposal on the condition 
that the chairman of the Commission be selected by the represen- 
tatives of the two sides or by some agency other than the Shipping 
Board. This was not agreed to by the Shipping Board and no 
further action was taken on the proposed amendment. A more 
pronounced opposition to wage increases was made by the Shipping 
Board in connection with the Gulf award and the readjustment for 
North Atlantic ports. 

The opposition to wage increases was in line with the general 
policy of retrenchment and was not unexpected. But the apparent 
unwillingness of the Shipping Board to rest its case with the Com- 
mission was a complete change in attitude and raised the trouble- 
some issue of government labor policy and what determined it. 
The attitude of private shipping interests and longshoremen at this 
time emphasized forcibly that when the government comes into 
competition with private industry and attempts to dictate terms, 
the réle of neutrality is exceedingly difficult. 

The issue was kept constantly in the foreground. First came 
the announcement that the Macy award for shipyards would be 
continued in full force and effect in spite of increases in private 
industry. This touched upon the jurisdiction of the Commission 
at one point. The rate for carpenters on ship repair work under 
the Macy award was eighty cents per hour; in private industry, 
$1.25. ‘The Commission awarded ninety cents to men doing certain 
fitting and repair work while the vessel was in port. The Shipping 
Board refused at first to approve bills for repair in which the rate 
was higher than eighty cents, but later agreed that the award of the 
Commission should govern except when the vessel went into dry 
dock. A few months after the general award of the Commission 
to deep-sea longshoremen, the Shipping Board let contracts in two 
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southern ports for stevedoring work to contractors employing non- 
union men and paying less than the award. The Shipping Board 
took the position that its contracts were let to the lowest bidder and 
it was not obligated under the agreement to inquire whether the 
bidder was observing the award or not. This position was defended 
in spite of vigorous protests from shipping interests observing the 
award, longshoremen, and the Commission. Union longshoremen 
refused to handle cargo or to complete the loading or unloading of 
ships in cases where the award had not been complied with, and on 
at least one occasion the threat was made to tie up all Shipping- 
Board ships if the Board did not observe the agreement. Fortu- 
nately there were only a few contractors not under the agreement, 
so there was little opportunity for the issue to be raised. 

One other occasion may be mentioned as indicating the intention 
of the Shipping Board to shape its own labor policy. San Francisco 
shipping interests did not subscribe to the original or revised agree- 
ment, though wages were kept considerably in advance of rates for 
Atlantic ports. Following the Commission’s award of eighty cents, 
shipping interests at San Francisco made a voluntary increase of 
10 per cent over their basic rate of ninety cents. This was approved 
by representatives of the Shipping Board at that port, but opposed 
by the Shipping Board when the increase came to its attention. 
However, the Board was placed in the embarrassing position of 
repudiating its agents, or approving an increase in one port and 
opposing it in other ports, or running a risk of having ships idle 
because of inability to get work done at a lower rate. For a 
time, at least, the Shipping Board was forced to approve the 
increase. 

By this time the Shipping Board was showing opposition not only 
to adjustments by arbitration, but to adjustments by agreement, and 
intended, apparently, to reserve to itself the right to declare what 
wages and conditions would be accepted in approving accounts. 
The most formidable obstacle in this program was the agreement 
to which the Shipping Board was committed. In the meantime a 
new chairman of the Shipping Board was appointed and steps were 
taken immediately to withdraw from the agreement at the expira- 
tion of the one-year period. 
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Before announcing finally that such action would be taken, the 
Shipping Board called a conference in July, 1920, of private shipping 
interests, longshoremen, and interested government departments. 
Private shipping interests at New Orleans, Mobile, and Savannah 
stated their wish to withdraw from the agreement and accordingly 
approved the action contemplated by the Shipping Board. Ship- 
ping interests at other Atlantic and Gulf ports, representing a 
volume of business approximately eight times that of the three 
ports named above, insisted strongly that the agreement should be 
continued and pointed out the chaos that would result ultimately 
if the machinery of adjustment were abandoned. Officials of 
the International Longshoremen’s Association expressed a willing- 
ness to continue the agreement and to use every means to compel 
observance by members of the Association. Representatives of the 
secretaries of war, commerce, and labor urged, in effect, that no 
action be taken by the Shipping Board that would tend to break 
down existing machinery for the orderly adjustment of controversial 
issues in the industry or to withdraw the moral influence of 
government participation in and approval of such means of 
adjustment. 

About two weeks after the conference, the Shipping Board, 
consisting of the chairman and one other member—there being five 
vacancies on the Board—passed a resolution of withdrawal and 
gave the required notice. 

It was understood clearly by private shipping interests that no 
other agreement could be effective without Shipping Board sanction 
since the Shipping Board could decline to accept the terms of such 
agreement as a basis of charges in the operation of Shipping Board 
vessels, comprising approximately 6c per cent of deep-water 
American tonnage, and thereby force private shipping interests to 
abandon the operation of Shipping Board vessels. 

Prior to the notice of withdrawal, however, the Shipping Board 
stated, in answer to protests of other government departments— 
particularly of the Department of Labor— that it had “no intention 
of leaving the longshore industry without machinery adequate to 
deal with situations arising in the future,’’ but that “‘in the interests 
of uniformity”’ it sought ‘‘to apply to the longshore department 
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the same practice which has proved so successful in its other marine 
departments.” That practice, as has been noted, had amounted 
to a declaration by the Shipping Board that wage increases would 
not be approved. Little machinery was necessary for negotiations 
on that basis. 

The Shipping Board maintained, moreover, that the National 
Adjustment Commission was established as a war-time measure 
(apparently overlooking the circumstances of its reorganization a 
year after the Armistice on what was declared by the Shipping 
Board, as then constituted, to be a permanent peace-time basis) 
and that, while serving the purpose for which it was originally 
created, it was now “performing no function that cannot be 
obtained by direct negotiation.” The main contention of the 
Shipping Board, however, was that it should be free to carry out 
its own labor policy. 

It is the further definite policy of the Shipping Board to put itself into a 
position to deal most effectively with the important labor questions arising in 
its various operating departments. To do this it feels that its hands cannot be 
tied. It is moreover unable to see wherein any super-wisdom is brought to the 
consideration of labor matters through the maintenance of a Commission 
composed of two partisans of each side who usually reach a deadlock, mak- 
ing it necessary for the neutral chairman to actually make the decision. It feels 
further that this method of procedure is bound to result almost inevitably in a 
compromise and usually a compromise upwards. 


It is not clear that the restriction complained of would be 
removed by “‘machinery for dealing with the situation by negotia- 
tion,’ for negotiation sometimes results in compromise, but 
notice has been served upon the Shipping Board by the International Long- 
shoremen’s Association that it intends to ask for a dollar per hour. The 
Shipping Board maintains that it would be in a very much better position to 
meet the situation arising if prepared to deal directly with the matter rather 
than to put such consideration of longshore affairs out of its hands and in the 
hands of a Commission which from the nature of its organization is almost 
sure to make a compromise award. 


In this fashion the last of the war-time agencies, and the only 
agency reorganized on a peace-time basis, was abandoned. It is 
too early to test concretely the wisdom of the action. A new wage 
agreement was negotiated without an increase in wages and 
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approved by the Shipping Board. In fact, the Shipping Board 
announced at the beginning of negotiations that it would not 
approve an increase. What will happen when the present agree- 
ment expires in September of this year remains to be seen. Indi- 
cations are that employing interests will demand a reduction. The 
longshoremen will resist it. What is most to be deplored is that 
the Commission was in a position to work out a constructive pro- 
gram of regularization of employment which would have made 
for lower costs without reducing earnings, a program which the 
industry will be slow to carry out on its own initiative and which 
the Shipping Board did not see fit to approve. 


BENJAMIN M. SQUIRES 
Cuicaco, ILLINOIS 





THE CLASSIFICATION OF THE POPULATION 
ACCORDING TO INCOME 


An accurate statement of the annual book’ income of an indi- 
vidual will, on the average, throw almost as much light upon his 
living conditions and relations to society as could be found in a 
thousand-word description of his immediate environment. Given 
that one bit of information, we can make a fairly accurate estimate 
of the house he lives in, the food he eats, the clothes he wears, the 
comforts and conveniences that he possesses, the amount that he 
has traveled, the education that he has received, and the social 
circle in which he moves. While it is true that our estimate will 
doubtless be in error on some of these points, no other single state- 
ment would furnish even a tithe of the information thus presented. 
It is surprising also how little the accuracy of our estimates will be 
affected by geographical location. True, one naturally expects 
those residents of the same vicinity who have approximately 
equal incomes to live in about the same degree of comfort or luxury. 
But what about persons of similar income who live in localities 
distant from each other? In such cases a limited amount of 
information concerning the differences in price level in widely 
separated regions doubtless will be necessary if the effects of 
income are to be correctly interpreted, but, granted this knowledge, 
we can still draw from that mere numerical statement of income 
a fairly accurate portrayal of existing conditions. Whether the 
individual in question lives amid the snows of the Klondike, in the 
forests of Guatemala, or in the heart of New York City, we can be 
fairly sure that if his income is large his surroundings are, in general, 
comfortable; while, if his income figure represents poverty, we 
can be equally certain that no matter what his place of abode he is 
suffering many hardships. 


* Book income is what is usually less accurately referred to as “money” income. 
Evidently, income consisting of commodities, increased assets, etc., though credited 
on the books in any correct accounting system in terms of money value, scarcely fits 
accurately under the title “money income.” 


571 





572 EDGAR SYDENSTRICKER AND WILLFORD I. KING 


Since one number, consisting of three or four figures, may 
represent such a mass of information, it becomes a matter of the 
greatest moment that every digit in that number be as accurate as 
possible; otherwise the conclusions drawn must inevitably be 
liable to error. Obtaining such accurate income statements is, 
however, a matter of very considerable difficulty, and it therefore 
seems worth while to consider the issues involved in the collection 
of reliable statistics of income and in the classification of the 
population upon the basis of economic status. 

The need for such accurate classifications is hard to exaggerate. 
It seems clear that the relation existing between income and sick- 
ness rates is so close’ that, until the income factor has been dealt 
with successfully, it is almost useless to attempt statistical studies 
of the effect of other forces upon health. Economists, statisticians, 
and sociologists are all interested in studying the distribution of 
income in the United States today in comparison with other times 
and other countries. Reformers usually consider income distri- 
bution a matter of cardinal importance. Statesmen are compelled 
to take cognizance of a matter generally believed to be of such 
vital moment. 

While the present writers had long been interested in questions 
concerning the distribution of income, the problems connected 
with the collection of income statistics and the classification of 
incomes were brought to their attention more forcefully than ever 
during the progress of an investigation which they made under the 
direction of Dr. Joseph Goldberger for the United States Public 
Health Service concerning the economic life of the inhabitants of 
twenty-four South Carolina cotton-mill villages.” 

At first thought one would be inclined to believe that the 
problems met in such a study would cover a very narrow range 
and would therefore be of interest only to a few special students 
of labor problems. As a matter of fact, however, the population 

«See Sydenstricker, Wheeler, and Goldberger, “Disabling Sickness among the 
Population of Seven Cotton Mill Villages of South Carolina in Relation to Family 
Income,” United States Public Health Reports for November 22, 1918, Vol. XX XIII, 
No. 47. 

?See the United States Public Health Reports for November 26, 1920. 
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studied received income of all the types commonly dealt with by 
economists. While a large part of the discussion, therefore, deals 
with but one class of people, the principles enunciated, although 
perhaps applying with maximum force to the laboring class, are 
nevertheless, as a rule, general in their application and hence are 
of interest to all students of income. 

Observations made in 1916 during the progress of the field work 
led at least one of the investigators (E. S.) to believe that a fairly 
accurate rating of each individual as to economic status was essen- 
tial to the solution of the problem at hand, namely, that of deter- 
mining the forces giving rise to pellagra. Yet, despite the urgent 
demand for accurate information in this field, no thoroughly scien- 
tific method of obtaining an accurate classification of the population 
upon an income basis could be discovered in existence. It therefore 
became necessary to devise a plan which would accomplish this end. 
When, at the beginning of 1917, the other of the present writers 
(W. I. K.) joined the staff, the fundamental methods of procedure 
had already been put into practice. During 1917, however, a much 
more elaborate field study was carried on. It covered about 4,000 
families, a number amply sufficient to give statistical regularity to 
the data obtained therefrom. 

Each family was visited from two to five times during the year. 
At these times complete records, covering approximately the two 
months preceding the visit, were secured concerning earnings, 
unemployment, food supply, income from sources other than wages, 
etc. These schedules were edited once in the field and later twice 
in the office. The necessary computations were next made, all 
operations being carefully checked. During the process of working 
up the data obtained during this 1917 study, the general plan of 
procedure used in 1916 was remodeled and refined, improvements 
being made in numerous details and several errors in the original 
methods being eliminated. Much time and thought were required 
to devise, test, and reconstruct the rules for dealing with the numer- 
ous practical problems which constantly arose in the course of 
the work. Since numerous economists and statisticians are now 
engaged in studies of income and distribution, the authors feel that 
a statement of the particular difficulties which were encountered, 
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the ways in which they were met, and the devices that were found 
essential in arriving at a bona fide classification of a population 
upon an income basis may perhaps save to others much of the 
time necessary for deriving logical original solutions of the prob- 
lems which may confront them in their work. 


PRACTICAL PROBLEMS ARISING IN CONNECTION WITH THE 
COMPUTATION OF THE NET FAMILY INCOME 


It is clear to every thinking person that income in its relation 
to welfare must be considered as a phenomenon pertaining to 
families rather than to individuals, since normally all the individuals 
within a single family are about equally well off without regard to 
their personal earning power. First of all, then, it is necessary to 
arrive at a definite understanding as to what is meant by the 
term family. A family, considered from the point of view of 
income, has nothing to do with blood relationship or with the 
place where the individuals eat or sleep. The boy away at college, 
if he is supported by his parents, remains a part of the economic 
family. On the other hand, the boy who boards and lives at home 
but pays for his food and lodging on the same basis as a stranger, 
reserving the rest of his wages to spend as he pleases, is just 
as clearly not a member of the economic family. The unrelated 
orphan who makes his home with the family is as truly a mem- 
ber of the economic family as is a son or daughter. In short, an 
economic family includes all persons contributing the bulk of their 
income to a common family income stream or depending mainly upon 
this stream for their support. Millions of such families consist of 
only one person, usually an unmarried man or woman having no 
immediate dependents, and, in turn, not depending upon others 
for support. 

The book income of a family may be thought of as a stream 
flowing continuously but varying somewhat in volume, not only 
from year to year, but even from day to day. These variations 
mean that the average income for one period is not likely to be 
exactly equal to that for another period. For detailed studies, 
therefore, it may be necessary to estimate the income season by 
season; for most purposes, however, a correct record of annual 
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income is preferable. The occurrence of large irregular or seasonal 
variations, however, makes it entirely out of the question to 
estimate annual income by the frequently attempted plan of using 
the income for a single week or a single month as typical of that 
for the entire year. A much more adequate method of sampling is 
essential if accurate results are to be obtained. A practicable 
method of approximating the income of working-class families is 
to ascertain the income of each for from four to six one-week periods, 
these periods being spaced at somewhat equal intervals throughout 
the year. If families having much income from property are to be 
dealt with, the sampling method is likely to prove a failure, as the 
bulk of the income may arrive on a few definite dates, and months 
may pass in which actual receipts are almost non-existent. The 
choice of the correct time interval and the method of sampling 
best adapted thereto require, then, a careful consideration of the 
ends to be accomplished. 

If it is desired to determine the income status at some special 
season, as, for example, the summer months, it is not always 
sufficient to consider receipts coming in during the specified period 
only. A farmer, for instance, may sell his entire crop on Novem- 
ber 1, and live on the proceeds throughout the remainder of the year. 
Evidently his family cannot reasonably be assumed to have zero 
income during the summer. Some logical system of adjustment 
is necessary if they are to be rated correctly in other months than 
November. Several possible courses may be followed. For exam- 
ple, the income for July might be figured as one-twelfth of the 
entire value of the crop. The summer living conditions, however, 
will be portrayed more correctly as a rule, if the July income is 
assumed to be one-fourth of the crop money remaining unspent on 
July 1, for it is this supply of cash which most tends to limit the 
scale of living of the family during the four months before the date 
when it is expected that the next crop will be sold. 

Income arises from many different sources and, in estimating 
each particular kind of income, certain difficulties peculiar thereto 
are likely to be met. Some of the problems of this nature which 
arose during the course of the investigation and the methods of 
solving them finally determined upon are enumerated below. 
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1. A married woman may engage in factory work, meantime 
employing a servant to keep house and care for her children. In 
such instances it is most logical to consider the servant’s wage and 
board as business expenses to be deducted from the wife’s earnings. 
If this is not done, families of this type will be given an income too 
high compared to that of other families not hiring servants; for in 
many instances, while the gross earnings of the wife are consider- 
able, the net gain in income is slight, the chief reason for the wife’s 
working being, not the money gained, but the fact that she prefers 
factory work to housekeeping. 

2. Entrepreneurial operations are often thought of as being 
confined mainly to the ranks of the well-to-do, but as a matter of 
fact, the laboring families studied in this investigation frequently 
engaged in undertakings such as draying, livery work, running a 
barber shop, selling books or machines, conducting a small mer- 
cantile enterprise, trading in live stock, farming, etc. In every 
such instance the operating expenses, including hired labor, interest 
on the investment, up-keep and depreciation of machinery and 
live stock used, taxes, insurance, etc., should be deducted from the 
gross receipts in order to ascertain the net profits. If the family 
residence is partly used for housing hired workers, conducting 
mercantile operations, for office purposes, or the like, a suitable 
fraction of its rental value should be charged against the business 
undertaking in question. 

In case the enterprise requires the joint co-operation of several 
members of the family for its success, the net gain or loss should 
be figured as part of the family income and not accredited to the 
head of the household only. If income is being classified according 
to its nature, receipts of this sort should never be grouped with 
wages or salaries received. Such receipts, however, may fre- 
quently be ascribed to certain individuals as profits due to their 
personal efforts. 

3. A worker may be engaged in an occupation requiring some 
unusual outlay in order to hold the position; for example, the 
location of the work may be such that the expense for transportation 
is far above normal; unusual clothing may be required; the 
employee may be called upon to furnish special tools or supplies, 
as, for instance, when miners must buy their own blasting powder; 
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and many other similar instances will doubtless occur to the reader. 
In all such cases the earnings, before being added to net income, 
should have deducted from them any excess of outlay above that 
customary for the working class in general in that vicinity. Only 
by so doing can the net earnings and income be placed upon a 
basis comparable with similar figures compiled for workers engaged 
in other lines of activity. 

4. In calculating the total family receipts from the earnings of 
wage-earners it is imperative to know, not only the daily wages, 
but also the number of days actually worked by each member 
employed. To secure this data from the employers is a very diffi- 
cult task, because each wage-earner may work for a different 
employer, and any one worker may change his job or place of 
employment several times during the period of study. The inves- 
tigator, therefore, is almost compelled to get his information from 
some member of the family—usually the housewife. The general 
objection to this method has been that the information has not 
been considered accurate enough to be of great value, for it has 
been assumed that lack of knowledge and the desire to make either 
a bold front or an appeal for charity would together seriously vitiate 
the information given. 

A statistical test of the facts does not tend, however, to cor- 
roborate this assumption. The actual employment records of 
1,486 cotton-mill employees were compared with the statements 
as to their time idle made by members of their respective families. 
On the whole, the correspondence is close, the mill records showing 
only 13 per cent more unemployment than that reported by the 
housewives. 

A similar test was made with respect to earnings, the family 
statement concerning the wages of 1,557 employees being compared 
with the mill pay-rolls for exactly the same list of persons. The 
error of the average derived from the family statements was only 
2 per cent, and the distribution of earnings, as shown by data from 
the same source, did not differ at all widely from that obtained 
from the mill pay-rolls. 

In the case of the family statements, the unemployment records 
were obtained for the preceding two calendar months and the 
earnings for the immediately preceding week only. Both studies 
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dealt almost entirely with members of the households of the inform- 
ants. The information required was thus relatively simple in 
nature, and this simplicity made the fact that the informants 
usually were very poorly educated a handicap of less importance 
than would have been the case had the facts desired been complex 
in their nature. Nevertheless, the higher degree of education 
possessed by other classes of the working population would doubt- 
less make possible a still greater degree of accuracy in answering 
the questions. Perhaps it is unsafe to infer, however, that all 
groups of the population are, on the average, as frank and truthful 
in giving information as are the South Carolina mill operatives. 
However, it is not probable that the differential would prove great 
enough to cast material doubt upon the approximate reliability of 
statistics gathered from the families affected. Until concrete evi- 
dence of the untrustworthy character of some class of the popula- 
tion is brought to light, it seems safe enough to assume that, on the 
whole, family statements concerning unemployment and earnings 
may be accepted as accurate enough for most practical purposes if 
the period covered by the inquiry is not longer than two months. 
It seems probable, on the other hand, that an effort to collect by 
this method records for the entire preceding year would be very 
much less successful, since, in this case, faulty memory would make 
the reports of unemployment, and probably the reports of earnings, 
largely unreliable. The conclusion, therefore, is that earnings 
records should usually be collected directly from the families of the 
wage-earners, but that accurate annual records can, as a rule, be 
secured only by making several visits at regular intervals. The 
information obtained for the various periods can then be combined 
to form a satisfactory estimate for the year. 

5. Except among the wealthy, gains from boarders or lodgers 
frequently form a noticeable share of family income. Many inves- 
tigators have added the entire money payments from these sources 
directly to the family income, thus introducing a most obvious 
error, for to obtain the net income, it is, of course, essential that 
the proportionate cost of food, fuel, light, house rent, laundry, and 
perhaps water, telephone, gas, etc., be deducted from the gross 
receipts. The seriousness of the failure to make such deductions 
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is apparent when we consider that in many families gross receipts 
from boarders may constitute a sum several times as large as all 
the remainder of the family income; while, as figures collected by 
the writers from the cotton-mill villages of South Carolina show the 
net profits from keeping boarders average less than one-third of 
the gross receipts. 

6. Many families keep poultry, swine, or cows. In such 
instances the gross receipts from live stock evidently must include 
not only sales but also the money value of all meat, milk, butter 
and eggs used by the family; and these products must be evaluated 
at the market prices rather than at the costs of production, for, if 
not produced at home, they would usually be bought from others 
at the market prices. In cases in which there is reason to believe 
that, if not produced at home, the use of the article would be 
dispensed with, it is legitimate to deduct the expense of marketing 
from the market price. 

If calves are raised or sold for veal, the value represented by 
their growth or by their sale price must not be overlooked in count- 
ing up receipts. 

The live-stock account must evidently be debited with all feed 


purchased, with all salable home-grown products fed, and with new 
stocks bought, and the net increase of inventory must be counted 
as income. 


7. Horticultural products form a part of the income of many 
families. Just as in the case of animal products, the market value 
of the fruits and vegetables consumed by the household or fed to 
live-stock must be added to the sales in order to ascertain the total 
gross receipts. Deductions must then be made for the value 
of seeds, roots, trees, etc., planted and for hired labor, fencing, 
machinery, insecticides, fertilizer, city water, etc., used in pro- 
ducing the crop. 

8. Losses sometimes occur in every account, though more rarely 
in the wage account than elsewhere. A wage loss may occur, for 
example, when the wife spends more than her earnings as a wage- 
worker in employing a servant to perform the household duties 
which she has forsaken. Evidently losses of any variety must 
be counted as negative net income and must under no circumstances 
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be omitted when totals, averages, or classifications of income are 
being made. 

g. Donations received must be credited to the net family income, 
but donations made to others cannot, in turn, be deducted there- 
from, as they are supposed to be purely voluntary expenditures 
of the net income. If it appears, however, that two families are 
really conducting trade under the guise of exchanging gifts, then 
both receipts and expenditures should be entered under the caption 
of “Trade” rather than under the head of ‘‘ Donations.” 


CORRECTING INCOME FOR CHANGES IN THE PRICE LEVEL 


The problems listed above, however, are relatively simple as 
compared to those which are occasioned by the recent revolutionary 
changes in the price level. It is commonly desired to compare 
incomes from year to year to see whether the economic welfare of 
a certain class of families is or is not on the upgrade. A comparison 
of book incomes evidently fails to answer the questions involved; 
hence, it is necessary to fall back upon incomes in purchasing power. 
Such incomes are, by definition, book incomes conve. ted into terms 
of the commodities which the given class of receivers generally 
wishes to purchase. Every change in the price level and every 
business transaction gives rise to a new series of problems. It 
would be beyond human power to straighten out accurately the 
intricate maze of such difficulties arising from the numerous trans- 
actions engaged in by an active business man, but, nevertheless, 
a few broad rules may be laid down which will assist somewhat in 
reducing annual book incomes to incomes of purchasing power, 
thus making comparisons between different years more feasible. 

The first essential is to compute or obtain a reliable chrono- 
logical series of weighted average index numbers covering approxi- 
mately the list of commodities that are commonly purchased by 
the class of persons to be considered. An average index should be 
available for the beginning of each year of the period studied, and 
another should be on hand showing the average prices for each 
entire year. Such an index is usually obtained by averaging the 
index numbers for the various months of the year. 
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The net income of any business during any given year may be 
found by subtracting the net resources at the beginning of the year 
from the net resources at the end of the year, adding to the remain- 
der the amount of income withdrawn during the year by the owners, 
and subtracting from the sum the value of new investments of assets 
secured outside the business. If, however, the price level has 
changed during the year, it is evident that a dollar’s worth of net 
re:ources at the end of the year is not worth the same as a dollar’s 
worth at the beginning of the period. Suppose, for example, that 
the price level rose 50 per cent during the year, and that a piece of 
property was correctly valued at $10,000 at the beginning and 
$14,000 at the end of the year. The apparent gain of $4,000 was, 
then, wholly a fiction. That such is the case is clearly seen if the 
values are both reduced to the standard of the base year. This 
is accomplished by dividing the net resources at the beginning of 
the year by the average index of prices at that date, and, similarly, 
the net resources at the end of the year by the price index at that 
time. If the price-level index stood at 100 at the beginning and 
150 at the close of the year, then the relative values of the 
property in purchasing power at the two dates were respectively 
$10,000 and $9,333 showing a net loss of $667 at basic prices. 

The following simple method will in most cases give, with 
approximate correctness, the net income in purchasing power, 
although irregular investments or withdrawals of assets by the 
owners will usually introduce errors of some slight importance. 

1. Divide the net resources at the beginning and at the end cf 
the year by the respective price-level indexes at those dates. In 
this manner net resources are converted to their values at the prices 
prevalent at the base date. 

2. Subtract the corrected resources at the beginning of the 
year from the corrected resources at the end of the year. 

3. To the remainder add algebraically the quotient obtained 
by dividing the total amount withdrawn by the owners during the 
year by the average price-level index for the entire year. 

4. From the sum just derived, subtract the quotient obtained 
by dividing the total amount of additional outside assets invested 
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in the business during the year by the average index of prices 
throughout the year. The result will show roughly the net gain 
or loss from the year’s business reduced to the price level of the 
base year. If the accounts for each year are treated similarly, it 
will be possible to tell whether net income is increasing or dimin- 
ishing as time passes. 


THE CLASSIFICATION OF FAMILIES ACCORDING TO 
INCOME STATUS 


During the progress of the investigation into health conditions 
in the cotton-mill villages it continually became more apparent 
that an accurate classification according to income of the popu- 
lation studied was essential to a successful solution of the problems. 
The net income of each family was computed according to the rules 
formulated in the preceding pages. This part of the work, how- 
ever, while very laborious required, in the main, not new statistical 
devices, but merely modifications of accepted principles of account- 
ing. When, however, it came time to divide the families into 
income classes, real difficulties arose. These difficulties centered 
about the fact that the families studied differed widely in the 
numbers of persons which they respectively contained and also in 
the ages and sexes of these persons. 

A hasty review of the literature on the subject comprising both 
government reports of numerous nations and the works of private 
investigators failed to reveal a single instance in which families had 
been scientifically rated according to size. In most instances a 
family had been considered as one unit whether it contained one 
or a dozen members. In other cases all families had been discarded 
except those falling between certain definite limits, as, for example, 
when the United States Bureau of Labor selected certain “normal” 
families consisting of a husband and wife with no chiidren over a 
certain age, or even with only certain numbers of children of rather 
definite ages. Evidently this system of discarding all families not 
meeting the requirements results in reducing greatly the number 
of families that can be studied. Since the work in hand required 
the inclusion of the great majority of the families in the villages, 
no methods entailing such wholesale rejections could be considered. 
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The most casual consideration will convince any intelligent 
person of the absurdity of placing in the same income class two 
families, each having an income of $1,800 per annum, when one 
family consists of a single man and the other of a man and wife 
with ten dependents. The plan of discarding all families outside 
of certain limits is evidently also a most awkward and unsatis- 
factory device, for if the interval remaining between the limits is 
narrow only a few families, perhaps far from typical, can be selected, 
from any group, while, on the other hand, if the interval is wide 
the families included must be far from homogeneous, and the 
results will therefore not be clear-cut. 

A crude way of meeting the difficulty which at once suggests 
itself is to divide the family income by the number of persons in 
the family, thus arriving at the per capita income. This method, 
while doubtless a slight improvement over that of considering all 
families equal, is nevertheless subject to a high degree of error. It 
is manifestly absurd to assume that a family with four daughters 
in high school and college can live as well on the same income as 
can a family with four children under ten years of age; yet, the 
per capita incomes of the two families would be identical. Evi- 
dently if thoroughly reliable and useful classifications of the popu- 
lation according to income are to be arrived at, more scientific 
methods than those just mentioned must be used. 

The fundamental principle upon which such a plan must be 
based is that that family will be considered as having the best 
economic status which has the most income in proportion to its 
requirements. For this particular purpose the term requirements 
will be arbitrarily defined as those things which the members of the 
community in general consider to be the normal kinds of con- 
sumption goods to purchase. According to this ruie, if, on the 
average, men in the locality spend twice as much as women for 
clothing, then their requirements will be assumed to be twice as 
great as those of women. Following this idea further, if we know 
the average expenditures of persons of each sex at different ages, 
we can by addition easily find the average requirements of any 
given family. By dividing the actual income by the requirements 
the relative standing of the family wili be obtained. The foregoing 
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are the assumptions and the principles of classification used, though 
the actual mechanical procedure is varied somewhat in order to 
give greater clarity to the meaning of the final results. 

The first thing necessary, then, in determining the requirements 
of males and females of different ages was a study of the expen- 
ditures as they actually occurred. Enumerators therefore can- 
vassed about three hundred families in order to ascertain the 
amounts actually spent for each member of every family for thirty 
classes of common articles generally purchased for individual use. 
About half of the records, since they appeared to be more or less 
faulty, were rejected, leaving 140 schedules—representing 672 
individuals—which were believed to be sufficiently accurate to 
give dependable results. Using the data obtained from the 140 
schedules it was found possible, by aid of a modified system of 
moving averages, to secure a curve for each sex showing the total 
amounts spent, on the average, for the individual benefit of persons 
of different ages in obtaining clothing, drinks, tobacco, amusement, 
education, medical and dental services, etc. The actual expen- 
ditures were next converted from an absolute to a relative basis. 
This was done by taking the highest point of the scale for males as 
a base and then dividing the expenditures for each sex at every age 
by this number (which happened to be $100.79). The resulting 
quotients represent, for the respective sexes, the relative expense 
of obtaining, for persons of various ages, articles for individual use. 
The advantage of converting the scales into a relative form is that 
then they can with ease be legitimately compared with or added to 
the relative scales for classes of families having widely different 
incomes. The combination of the absolute scales is attended with 
so much greater difficulty and so much larger possibility of error 
that it can scarcely be attempted with safety. 

But articles purchased for individuals constitute only about a 
third of the family’s entire outlay. Food, which is the most 
important item and takes nearly half of the mill family’s income, 
is purchased, as a rule, for the family table and so cannot be appor- 
tioned to the different individuals as easily as can clothing or 
dental bills. In this phase of the problem, however, material 
assistance was at hand in the work of the physiologists. For a 
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long time they have studied the food requirements of individuals 
in calories, and the Atwater scales, showing the relative food needs 
of persons of both sexes and of various ages, had been worked out 


TABLE I 


RELATIVE EXPENDITURES FOR PERSONS OF DIFFERENT AGES AND SEXES FOR ARTICLES 
PURCHASED FOR USE BY A SPECIFIC INDIVIDUAL 


(As Shown by the Budgets of 140 Families in the Cotton-Mill Villages of South 
Carolina for a Twelve-Month Period Ending in 1917) 








Age in Years Male Female Age in Years Male 
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apparently with considerable care. The present writers, however, 
were in doubt concerning two points. They were uncertain as to 
whether the Atwater scales were or were not strictly applicable to 
the class of people found in the cotton-mill villages. They were 
also not sure that food purchased for persons of different sexes and 
ages would vary in exactly the same proportions as do the calorific 
needs of these persons. They therefore decided that inasmuch as 
a large mass of carefully collected food records were available for 
study it might be well to test these points. 

The Atwater system assumes the consumption of a normal man 
working at moderate muscular work to be unity, and rates the 
consumption of all other persons as relative thereto. Thus, a man 
at a sedentary occupation or a woman at moderately active work 
is given as consuming 0.8 of the consumption of an adult man at 
moderate muscular work, and hence either of these persons is 
referred to as 0.8 of an “‘adult male unit.” 

With records on hand of the food consumption of about 14,000 
different dietary groups* of persons, each group being of known 
composition as to numbers, age, and sex, it appeared feasible to 
ascertain mathematically whether or not the Atwater scales were 
actually illustrative of the demands of the cotton-mill villagers for 
food. The actual process used will be given in some detail in the 
Quarterly Publications of the American Statistical Association for 
September, 1921, and it seems therefore unnecessary to present here 
the description of the somewhat involved and decidedly laborious 
procedure by which the relative amounts of food used by persons of 
both sexes and various ages were determined. Suffice it to say 
the conclusions arrived at are derived from a careful and amply 
verified analysis of the expenditures for food of 1,500 selected 
families in the South Carolina cotton-mill villages. It can be said 
with confidence that they represent with a rather high degree 
of accuracy the relative average food expenditures of the population 
studied. 


* See Farmers’ Bulletin, No. 142 of the United States Department of Agriculture, by 
W. O. Atwater, Ph.D., pp. 32-36. 

2 The term dietary group is used to cover all persons partaking of a common food 
supply—usually a family with perhaps boarders or visitors in addition. 
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The results as ascertained showed that the relative food con- 
sumption in the mill villages did not quite follow the Atwater scales 


TABLE II 


FINAL SCALES OF FAMMAINS 


(Derived from Food Records of 1,500 Families Collected in 1917 from Residents of 
Twenty Cotton-Mill Villages of South Carolina) 








Age in Years Male Female Age in Years Male Female 
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either as regards age or sex. However, it was proved statistically 
that the difference in the ratios was not due to one being expressed 
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in calories and the other in money value. In fact, it was shown 
with a reasonable degree of conclusiveness that for a given class of 
citizens there is no change in the cost per calorie of the food supply, 
no matter what the age or sex composition of the family. In other 
words, for a given group of people of approximately like income 
the relative food requirements of persons of different ages and sexes 
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Fic. 1.—Ammain and Fammain scales, representing relative expenditures for all 
purposes and for food only of persons differing in age and sex. Derived from budgets 
of families residing in 1917 in various cotton mill villages in South Carolina. 


vary in identical fashion, whether these requirements were origi- 
nally measured in terms of calories or of money value. 

Since the Atwater scales, however, were in terms of calories 
while the curves needed for the purposes at hand were those repre- 
senting food expenditures in money, it was deemed best to give a 
distinctive name to the unit employed. It has therefore been 
called “fammain,” this word being a condensation of the phrase 
“food for adult male maintenance.”’ The unit is defined for any 
given class of people as a demand for food of a money value equal to 
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that demanded by the average male in the given class at the age when 
the expense for his food reaches a maximum. 

A statistical study of the food consumption of different income 
classes among the mill-workers indicates that the relative effects of 
age and sex upon the value of food consumed do not vary noticeably 
with changes in income, although, of course, the actual amount 
expended increases all along the line as income grows larger. There 
apparently exists, therefore, a single scale for each sex which is 
approximately correct for all incomes. [If this is true, it is a most 
important fact, since it means that the same fammain scales are 
appropriate for all classes of the population without regard to 
occupation or place of residence. An apparent verification of this 
theory is brought out by Professor Horace Secrist’s discovery that 
in an Evanston, Illinois, restaurant, women spent 86.8 per cent as 
much per meal as did the men.’ The ratio as shown by the fam- 
main scale for the mill villages of South Carolina is 85.8 per cent. 
These results are so close as to be surprising. 

The practical mode of using the fammain scale as a means of 
rating dietary groups according to food requirements is shown 
below. 

TABLE III 


COMPUTATION OF THE NUMBER OF FAMMAINS IN THE DIETARY Group HEADED BY 
James Boyp 




















Name Age Sex| Heed of Group | Fammains 
a ere 28 Male Head 1.000 
rere 26 Female Wife .858 
Boyd, Joseph... .....c005. 7 Male Son .483 
Se, are 5 Male Son -435 
rT re 3 Female Daughter 392 
eee I Female Daughter . 289 
eee 49 Female Mother .839 
Richards, Jesse............ 26 Male Boarder I .000 
J eee 18 Female Boarder .820 
a, re 16 Male Visitor .Qoo 








Total fammains in dietary group=6.995 
Total weekly food cost =$17.25 
$17.25 





Weekly food cost per fammain = = $2.47 


6.9905 


*See the Quarterly Publications of the American Statistical Association, for Sept- 
ember, 1919, p. 470. 
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The practical importance of the idea of reducing dietary groups 
to equivalent fammains is very great. The following examples 
will illustrate a few of the cases in which the device proves its 
utility: 

1. The profit or loss on boarders can be readily figured. The 
food cost of Cora Mathers’ board is $0.82 X $2.47 or $2.02. If she 
pays $3.50 weekly for board, Mrs. Boyd has $3.50—$2.02, or $1.48, 
to cover the cost of fuel, table linen, etc., and to pay for her work. 

2. Suppose that an investigation shows the average expense 
for food to be $0.075 per 1,000 calories as was indicated for southern 
textile workers; then the food supply of this family presumably con- 


$2.47 


tains about ; = 33,000 calories weekly or about 4,700 calories 


$0.075 
daily for each fammain (or adult male equivalent). 

3. If the average family should be found to spend $2.50 per 
fammain for a week’s food supply, then the family of James Boyd, 
if its $2.47 food supply is a sound criterion, seems to be about 
typical, and hence cannot be classed with either the best- or the 
poorest-fed families of the village. 


The fammain scales, therefore, are in themselves most useful, 
but in order to be of aid in classifying the population according to 
income it is necessary that they be combined with the previously 
described scales representing expenditures for individual needs. In 
making this combination, each scale was weighted in proportion 
to the total money spent for the respective purposes. The new 
scales resulting from the combination will hereafter be assumed to 
represent approximately the proportional demands upon income 
made by persons of each sex at every year of age. 

It is true that, in these scales, a number of important items of 
expenditure such as rent, fuel, light, and furniture are omitted 
from consideration; yet, after all, these items form but a relatively 
small fraction’ of the total living expenses of mill families. Besides, 
there is no especial reason to suppose that they are apportioned in 
a materially different way than are the outlays for food, clothing, 


* House rents in the mill villages are very low, rarely amounting to over 5 per cent 
of the family income. 
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etc. Hence, the combination scales are believed roughly to repre- 
sent the relative average requirements for all purposes of persons 
of different sexes and various ages. 


TABLE IV 
FINAL SCALES OF AMMAINS 


(Derived from Complete Budgets of 140 Families and from Food Records of 1,500 
Families Collected in 1917 from Residents of Twenty Cotton-Mill Villages 
of South Carolina) 








Age in Years Female Age in Years Female 





Under -735 
~9at 
<7a7 
333 
.718 
-9t3 
.708 
.703 
.698 
. 693 
.689 
.685 
.681 
677 
.673 
.669 
.666 
.663 
.660 
657 
-654 
.651 
-648 
-645 
.642 
-639 
.636 
634 
.632 
.630 
.628 
.626 
.625 
.623 
.622 
.620 
.619 
.618 
.617 
.616 


— 
00 OX ANP WN HH 


























592 EDGAR SYDENSTRICKER AND WILLFORD I. KING 


In order to make these scales conveniently usable, it is necessary 
to choose a suitable unit and give it an approximate name. The 
definition of the unit and the name chosen for it are both derived 
similarly to those for the scales showing consumption of food only. 
The appellation given to the unit representing all expenditures is 
the ‘“‘ammain,”’ the word being an abbreviation of the phrase, adult 
male maintenance. The unit is defined asa gross demand for articles 
of consumption having a total money value equal to that demanded by 
the average male in the given class at the age when his total require- 
ments for expense of maintenance reach a maximum. This is equiva- 
lent to saying that the absolute expense figure at the crest of the 
male curve is taken as unity and that all the other quantities are 
considered as fractions of that base. 

The ammain, then, is strictly a relative unit; and ammain 
curves derived for any class of the population in any section of the 
country are, therefore, not likely to differ widely from each other. 
In fact, it is probably true that correctly calculated ammain curves 
would be nearly identical for various sections of the working class. 
It is not unlikely, however, that the curves representing the 
demands of the poor may differ slightly from those representing 
the requirements of the richer families. The main reason for 
suspecting such a possible difference is that, according to obser- 
vation, the women among the well-to-do classes of the population 
buy more expensive attire than do the men, while, on the contrary, 
the women of the cotton-mill villages spend for their clothing about 
three-fifths as much as do their husbands. When, however, the 
relatively small weight which clothing has in the total family budget 
is considered, it scarcely seems possible that this relative difference 
in the cost of women’s attire in the various social classes can result 
in any material change in the ammain scales. 

Investigation alone will show whether or not it is necessary to 
derive a separate pair of ammain scales for each occupation in each 
locality, but the probabilities are that a very few such scales, none 
of them differing widely, would suffice to cover all of the families 
of the United States with but a narrow margin of error. In fact, 
a pair of ammain scales, worked out upon a basis of average con- 
sumption throughout the year by families of all classes in all 
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localities, could probably be used for any class of families whatever 
without introducing sufficient error to vitiate in the slightest degree 
the practical conclusions obtained by the use of the scales. 

The practical application of the ammain scales derived for the 
mill-working population is shown by the following illustrations: 


TABLE V 


COMPUTATION OF THE NUMBER OF AMMAINS IN THE FAMILY OF JAMES Boyp, CoTTon- 
MILL WoRKER 








Relationship to Number of 
Name Age Sex Head of Family Ammains 





Boyd, James 28 Male Head .984 
Boyd, Dora 26 Female Wife . 784 
Boyd, Joseph 7 Male Son -397 
Boyd, Charles 5 Male Son .352 
Boyd, Lucy 3 Female Daughter . 306 
Boyd, Alma I Female Daughter .241 
Boyd, Mary 49 Female Mother .698 

















Total ammains in family = 3.762 
Total annual family income=$go00 
$900 
Annual income per ammain =——-= $239 
3.762 

The advantages of reducing family income to a per ammain 
basis are obvious and striking. By this process all families are 
made readily comparable as to income, entirely regardless of their 
respective age and sex compositions or of the number of persons 
composing them. This mode of procedure substitutes precise for 
haphazard methods, brings order out of chaos, and, in fact, offers 
the first plan which really permits of the income classification of 
all of the families in any locality with any reasonable degree of 
precision. 

The authors are far from asserting that the ammain scales here- 
with presented are the final word in that line. They would not 
even contend that they are absolutely correct for the cotton-mill 
workers of South Carolina, though they do believe that they 
approximate the true condition of affairs for that class. On the 
contrary, they believe it highly desirable to derive ammain scales 
for as many classes of the population as possible, in order to learn 
what variations actually occur under different circumstances. They 
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are, however, most firmly convinced that either the ammain system 
of measurements, or something very similar in nature, should 
promptly be brought into general use in all cases in which there is 
a necessity for classifying the population upon an income basis. 

It is true, presumably, that scales derived from a study of 
South Carolina cotton-mill workers when applied to other groups 
of our population would not give as accurate results as would scales 
specifically constructed for the population in question. However, 
the chances are that the actual errors thus arising would be so 
trivial that they might be safely ignored. It would, therefore, 
appear to be perfectly safe for private investigators who are finan- 
cially unable to derive scales on their own account to complete 
their income studies by the aid of the ratios here presented. 

The suggestion may be ventured that the Bureau of Labor 
Statistics, the Treasury Department, or some other interested 
branch of the government derive official ammain scales based upon 
an average representing all classes of the population. It is believed 
that such an official scale would rapidly find numerous uses. For 
example, logic would seem to insist upon the early reconstruction 
of our income-tax statistics according to this plan. The number 
of ammains and the income per ammain should be computed for 
each taxed family, and the incomes per ammain should then be 
properly classified. In this way it would be possible to obtain a 
true picture of the distribution of incomes among the taxed section 
of the population. The Bureau of Labor Statistics by the adoption 
of this device could materially simplify all of the problems con- 
nected with studies of the cost of living. Wage boards and arbi- 
tration committees everywhere might find it helpful in their work. 

EDGAR SYDENSTRICKER 
U. S. Pustic HEALTH SERVICE 
WasuincrTon, D.C. 
Wittrorp I. KING 


NATIONAL BuREAU OF Economic RESEARCH 
New York, N.Y. 
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THE STATUS OF FARMERS’ CO-OPERATIVE 
ASSOCIATIONS UNDER FEDERAL LAW 


From the beginning of federal regulation of combination there has 
been an insistent demand on the part of the farmers for the exemption 
of their organizations. The political history of the past thirty years 
is full of party promises to the farmers, but the laws on the statute books 
reveal a rather niggardly performance of the promises made. 

In 1890, during the course of the debates on the Sherman Act, the 
question was raised whether the Act should be applied to labor and 
agricultural organizations. Senator Sherman introduced at that time, 
the following amendment in the form of a proviso: 

Provided, that this Act shall not be construed to apply to any arrange- 
ments, agreements, or combinations between laborers, made with a view of 
lessening the number of hours of their labor, or of increasing their wages, nor 
to any arrangements, agreements, associations, or combinations among persons 
engaged in horticulture or agriculture, made with a view of enhancing the prices 
of their own agricultural or horticultural products. 

This same amendment was offered later by Senator Aldrich. On 
March 27, 1890, the bill was recommitted to the Judiciary Committee, 
and on April 2 it was reported out completely changed in its form and 
provisions. The exemption clause, which had been attached to the 
bill by amendment before the recommittal of the bill to the Committee, 
was eliminated from the measure by the Committee and this action 
afterward confirmed by the Senate.t So far as the legislative history 
of the Act is concerned, therefore, the intention of Congress not to 
exempt farmers and their organizations from the broad prohibitions 
of the statute is clear. 

The Supreme Court in its interpretation of the Sherman Law, has 
vigorously upheld and enforced the intention of the framers of the law. 
In the case of Loewe v. Lawlor, 208 U.S., 274, page 301, Chief Justice 
Fuller, in discussing the scope of the Act, said: 

The Act made no distinction between classes. It provided that “every” 
contract, combination, or conspiracy in restraint of trade was illegal. The 
records of Congress show that several efforts were made to exempt, by legisla- 
tion, organizations of farmers and laborers from the operation of the Act, and 
that all these efforts failed, so that the Act remained as we have it before us. 

* Congressional Record, Sixty-third Congress, Second Session, p. 13908. 
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In United States v. King, 250 Fed., 908 (1916), the members of 
the Aroostook Shippers’ Association, shipping 75 per cent of the potatoes 
produced in Aroostook County, Maine, were indicted for conspiracy in 
restraint of trade. It was alleged that the Association maintained a 
listing committee who blacklisted customers, without hearing, for what 
it considered unreasonable failure to pay money lawfully due, unreason- 
able failure to accept and pay for potatoes duly shipped, and any member 
or outside dealer dealing with such a blacklisted customer was in turn 
himself blacklisted. A demurrer to the indictment was overruled, the 
court holding that the action of this Association constituted a restraint of 
trade within the meaning of the Sherman Law. So far as the Sherman 
Law itself is concerned, there can be no doubt that farmers’ organiza- 
tions are in no degree exempted. 

In 1914, the Clayton Act, supplementing the existing anti-trust 
legislation, was enacted. At this time the farmers were powerfully 
organized, several million of them being represented in organizations at 
Washington. The labor organizations of the country were still better 
organized. The political influence of these two great classes resulted 
in the insertion of several provisions in the Clayton Act. Section 6, the 
enactment of which was considered a triumph for the farmer and labor 
forces of the country, reads as follows: 


Sec.6. That the labor of a human being is not a commodity, or article 
of commerce. Nothing contained in the anti-trust laws shall be construed 
to forbid the existence and operation of labor, agricultural, or horticultural 
associations, instituted for the purposes of mutual help, and not having capital 
stock or conducted for profit, or to forbid or restrain individual members of 
such organization from lawfully carrying out the legitimate objects thereof; 
nor shall such organization, or the members thereof, be held or constructed 
to be illegal combinations or conspiracies in the restraint of trade, under the 
anti-trust laws. 


This section, however, in the last analvsis was an empty victory. Its 
sole effect, so far as farmers’ organizations were concerned, was to estab- 
lish the legality of such organizations per se so that they could not 
be dissolved if they were truly co-operative organizations instituted 
for the purpose of mutual help, without capital stock, and if they were 
not conducted for profit. The section was so drawn that such an organi- 
zation or its members committing acts of a character violating the anti- 
trust acts remained liable to the penalties of these laws. 

The legislative history of the section demonstrates beyond doubt, 
that this was the intention of Congress. As originally introduced, 
April 14, 1914, the present section reads as follows: 
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SECTION 6. That nothing contained in the anti-trust laws shall be con- 
strued to forbid the existence and operation of fraternal, labor, consumers’, 
agricultural, or horticultural organizations, orders, or associations operating 
under the lodge system, instituted for the purposes of mutual help, and not 
having capital stock, or conducted for profit, or to forbid or restrain individual 
members of such orders or associations from carrying out the legitimate objects 
of such associations. 


The House Committee, in reporting the bill, May 6, 1914, struck 
out the entire measure, substituting a new bill in which Section 6 
appeared as Section 7, with certain minor changes in wording, immaterial 
for the purpose of this article. An amendment was offered in the House 
proposing to strike out the first paragraph of Section 7 and insert in 
lieu thereof the following: 

The provisions of the anti-trust laws shall not apply to agricultural, labor, 
consumers’, fraternal, or horticultural organizations, orders, or associations." 
This amendment was rejected. The House, however, before passing 
the measure did add the following clause, as an amendment: 


Nor shall such organizations, orders or associations, or members thereof, 
be held or construed to be illegal combinations or conspiracies in restraint 
of trade under the anti-trust laws.? 


The bill when introduced in the Senate was referred to the Senate 
Committee on the Judiciary and was reported out of committee July 22, 
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1914, in an amended form in which the words ‘‘consumers,” “orders,”’ 
and “‘associations”’ were stricken out wherever appearing in the section, 
and the word “lawfully” was inserted before the phrase “carrying out 
the legitimate objects thereof.” The Committee amendments were 
adopted by the Senate, together with a further amendment declaring 
that the labor of a human being is not a commodity or article of 
commerce. No changes were made in the section while the bill was 
in conference and the section as finally passed read as shown above. 

These Committee reports likewise show the intention of Congress 
to legalize the organization of such associations so as to protect them 
against dissolution but not to legalize acts committed by them of a 
character heretofore held unlawful under federal statutes. The major- 
ity report of the House Committee on the Judiciary contains the follow- 
ing statement with reference to this section: 

In the light of previous decisions of the court and in view of the possible 
interpretation of the law which would empower the court to order the dis- 
solution of such organizations and associations, your committee feels that all 

* Congressional Record, Sixty-third Congress, Second Session, p. 9569. 

* Ibid., pp. 9538-69. 

3 Ibid., pp. 13918, 13963-64, 13964-83, 14010-28, 14590-91, 14597. 
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doubts should be removed as to the legality of the existence and operation of 
these organizations and associations, and that the law should not be construed 
in such a way as to authorize the dissolution by the court under the anti-trust 
laws or to forbid the individual members of such associations from carrying out 
the legitimate and lawful object of their association.* 


In discussing the first paragraph of this section, the minority of 
the committee in this report also said: 

The majority of the committee, in its report, explains the purpose of this 
paragraph to be to make certain that the Sherman Anti-trust Act does not 
‘warrant the court under interpretations heretofore given to that law to enter 
a decree for the dissolution of such organizations.” If this is the correct 
interpretation of this paragraph it will merely prevent suits for the dissolution 
of labor organizations, but will permit the taking out of injunctions under the 
Sherman Anti-trust Act against labor organizations to restrain them from carry- 
ing out their purposes, and the bringing of suits for triple damages against 
them under that Act. 

This paragraph applies only to organizations “‘instituted for the purposes 
of mutual help, and not having capital stock or conducted for profit.”” We 
cannot be entirely certain that all labor unions will be held to be conducted “for 
their purposes of mutual help” and as being not “conducted for profit.””. There 
can be no doubt that as to “consumers, agricultural, or horticultural” organi- 
zations this limitation is a fatal defect. Every organization of farmers 
which aims to co-operatively bargain as to the products of its members is 
“conducted for profit,” and many of them have “capital stock.” The only 
sort of farmers’ organizations which this section sanctions is one which does 
nothing more than to discuss better agricultural methods. As soon as farmers 
combine to get better prices for their products, or to sell directly to consumers, 
this paragraph affords them no relief from the anti-trust laws. 


The debates in the House and Senate corroborate this interpreta- 
tion of the section. Chairman Webb of the House Judiciary Com- 
mittee, who was in charge of the measure, in the course of the debate, 
pointed out the possible danger of a corner of the wheat or cotton crop 
by a farmer organization and stated most emphatically that any such 
organization to monopolize any product in this country ought to come 
within the prohibition of the Sherman Anti-trust Laws.? 

Congressman Towner in the debate stated the purpose of the section 
to be as follows: 


Any association of the classes mentioned, or any member who violates 
the anti-trust laws, will be liable to their penalties the same as any other associa- 
tion or person. It is merely provided that the organization or legitimate 


* House Report No. 627, Sixty-third Congress, Second Session, p. 16. 
2 Congressional Record, Sixty-third Congress, Second Session, p. 9571. 
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operation of such associations shall not be held to be within the prohibitions 
of the statute. 


In the Senate, Senator Jones, discussing the section said: 


Nor does this proposed Section 7 make acts done by some organization 
legal which if done by other organizations would be illegal. It does not permit 
these organizations to commit acts in undue restraint of trade which would be 
prohibitive to other organizations While I think that probably all 
that this provision does with reference to farmers’ organizations is to recognize 
their legal existence purely for mutual help, yet if they go out and by combina- 
tions with reference to their commodities violate the Sherman Law, like other 
instrumentalities, they will be subject to the law just the same It may 
be—and this is the point I want to call the attention of the chairman of the 
Committee to—that for such acts an organization could now be dissolved 
while after the passage of this provision, it might not be; but even if this is 
so, it could be restrained from doing the unlawful act and then there could be 
no objection to continuance as an organization.? 


Senator Cummins, one of the ablest lawyers in the Senate, in the 
course of the debate defined the scope of the section in this language: 


I think the word “‘lawfully” which has been reported by the Committee, 
and, I understand, is now before the Senate for rejection or adoption, limits 
the activities or acts or doings of any such association to just such as are now 
authorized by the law.3 


Senator Thomas, in a lengthy speech on the purposes of the section 
said: 

The fact of existence, their status, in other words, is fixed by this section 
and in so far as their objects are legitimate and in the pursuit of them legiti- 
mate measures are used, there can be no conflict with the anti-trust laws. The 
same thing may be said of corporations great and small. But beyond that, 
Mr. President, this section does not go. The thing itself is legalized. Whether 
it comes under the provision of the anti-trust law depends upon its future con- 
duct, which may or may not be offensive to those statutes Therefore, 
with reference to this branch of the subject I may summarize the situation by 
the statement that Section 7 makes, so far as the anti-trust laws are concerned 
all laber and agricuitural associations lawful and endows them with power, if 
they did not have it before, of carrying out in a lawful manner the legitmate 
purposes and objects of their organization, but they may neverthelesss so act 
as to violate the law, just as corporations or individuals may violate it by 
conduct which brings them within its prohibition.‘ 


In United States v. King, 250 Fed., 908 (1916) upon the facts already 
recited in this article, the Aroostook Potato Shippers’ Association 
was indicted for a combination or conspiracy in restraint of trade under 


* Congressional Record, Sixty-third Congress, Second Session, p. 9547. 
2 Ibid., pp. 14012, 14014, 14017. 
3 Ibid., p. 14018. 4Ibid., pp. 14021, 15266. 
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the Sherman Law. The defense set up was that the defendant was an 
agricultural organization within the meaning of Section 6 of the Clayton 
Act and a demurrer was filed to the indictment. The court after hold- 
ing that the indictment did not show the organization to be an agri- 
cultural one and was therefore beyond any doubt not demurrable said 
on page gio: 

Even if it were so, I do not think that the coercion of outsiders by a second- 
ary boycott, which was discussed in my opinion on the former indictment, can 
be held to be a lawful carrying out of the legitimate objects of such an associa- 
tion. That act means, as I understand it, that organizations such as 
it describes are not to be dissolved and broken up as illegal, nor held to be 
conspiracies in restraint of trade; but they are not privileged to adopt methods 
of carrying on their business which are not permitted to other lawful associa- 
tions. 


The Supreme Court in interpreting the section as it applies to labor 
organizations which as already noted are given the identical exemption, 
has adopted the principle stated in the preceding case. These decis- 
ions are of course of equal weight in determining the rights of farmers’ 
organizations under the section. 

In Duplex Printing Company v. Deering decided by the Supreme 
Court on January 3 of this year, the Circuit Court of Appeals had held 


that under Section 20 of this Act, perhaps in conjunction with Section 6, 
there could be no injunction against the defendants who were main- 
taining both a primary and secondary boycott against the printing 
company. In denying the contention of the defendant and discussing 
Section 6, the Supreme Court by Justice Pitney employed the following 
language: 

As to Section 6, it seems to us its principal importance in this discussion 
is for what it does mot authorize, and for the limit it sets to the immunity 
conferred. The section assumes the normal objects of a labor organization 
to be legitimate, and declares that nothing in the anti-trust laws shall be con- 
structed to forbid the existence and operation of such organizations or to 
forbid their members from /awfully carrying out their legitimate objects; and 
that such an organization shall not be held in itself—merely because of its 
existence and operation—to be an illegal combination or conspiracy in 
restraint of trade. But there is nothing in the section to exempt such an 
organization or its members from accountability where it or they depart from 
its normal and legitimate objects and engage in an actual combination or con- 
spiracy in restraint of trade. And by no fair or permissible construction can 
it be taken as authorizing any activity otherwise unlawful, or enabling a 
normally lawful organization to become a cloak for an illegal combination or 
conspiracy in restraint of trade as defined by the anti-trust laws. 
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In the earlier case of Paine Lumber Company v. Neal, 244 U.S., 459 
(1915), a case only indirectly involving the Clayton Act, Justice Pitney in 
his dissenting opinion incidentally stated his views as to the purpose of 
Section 6 in the following vigorous language: 

The suggestion, in behalf of the defendant, that Section 6 of the Clayton 
Act established a policy inconsistent with relief by injunction in such a case 
as the present, by making legitimate an act or practices of labor organizations 
or their members that were unlawful before, is wholly inadmissible. The 
section prohibits restraining members of such organizations from “carrying 
out the legitimate object thereof.’”’ What these are is indicated by the qualify- 
ing words: ‘‘instituted for the purposes of mutual help, and not having capital 
stock or conducted for profit.”” But these are protected only when “lawfully 
carried out.”” The section safeguards these organizations while pursuing their 
legitimate objects by lawful means, and prevents them from being considered, 
merely because organized, to be illegal combinations or conspiracies in restraint 
of trade. The section, fairly construed, has no other or further intent or 
meaning. A reference to the legislative history of the measure confirms it. 
House Report No. 627, Sixty-third Congress, Second Session, pp. 2, 14-16; 
Senate Report No. 698, Sixty-third Congress, Second Session, pp. 1, 10, 46. 

Neither in the language of the section nor in the Committee report is 
there any indication of a purpose to render lawful or legitimate anything that 
before the Act was unlawful whether in the object of such an organization or 
its members or in the measures adopted for accomplishing them 

And the suggestion that, before the Clayton Act, unlawful practices of 
this kind were usually and notoriously resorted to by labor unions, and that 
for this reason Congress must have intended to describe them as “legitimate 
objects” and thus render lawful what before was unlawful, is a libel upon the 
labor organizations and a serious impeachment of Congress. 

While the efforts to bring about directly a modification of the 
statutory law as it applies to farmers’ organizations have brought no 
substantial results, these organizations have been more successful in 
their efforts to make difficult the execution of the law. In the Sundry 
Civil Appropriations Act of 1914, 38 Stat. at Large Part 1, page 53, 
making appropriations to the Department of Justice, they succeeded 
in securing the inclusion of the following proviso, which has been 
re-enacted in this Act each year: 

Provided further, that no part of this appropriation shall be expended 
for the prosecution of producers of farm products and associations of farmers 
who co-operate and organize in an effort to and for the purpose to obtain a 
fair and reasonable price for their products. 


The Act containing this proviso had been previously vetoed by President 
Taft on March 4, 1913.! 


* Congressional Record, Sixty-second Congress, Third Session, p. 4838. 





602 NOTES 


Here is an indirect but very substantial exemption of farmer organi- 
zations. To come within the meaning of this provision, such an organi- 
zation would unquestionably have to be a bona fide association of 
farmers and it would have to be organized for the purpose of obtaining 
and maintaining a fair and reasonable price for their products. Prior to 
the enactment of this proviso, it was well settled under the anti-trust 
acts that the fairness and reasonableness of a price charged by a monop- 
oly or combination in restraint of trade was not a legal justification. 
This rule was very definitely laid down in United States v. Standard Oil 
Company, 173 Fed., 177, 195, and also in United States v. Eastman 
Kodak Company., 226 Fed., 62, 79. In the latter case, the court said: 

Whatever reduction the Eastman Kodak Company may have made as 
to price, on portions of the photographic paper or other materials sold by them, 
does not compensate for the suppression of competition in the industry as a 
whole, and it is no justification of an illegal monopoly to assert that it has 
reduced the price of an article produced by it, as this may have been done 
simply to injure a rival. 

The Attorney-General of the United States in his application of 
September 30, 1919, to the Federal Trade Commission asking an investi- 
gation by the Commission, under the provision of Section 6-E of the 
Federal Trade Commission Act, of the organization, management, and 
conduct of business of the California Associated Raisin Company, 
interpreted this provision as prescribing a limitation upon the Depart- 
ment of Justice making necessary an investigation as to whether or not 
the Association in question was combining to maintain more than fair 
and reasonable prices for its product. This prohibition, therefore, 
operates in practical effect to prohibit action by the Department of 
Justice when the facts show the only purpose of such an organization 
is to secure a reasonable price and unreasonable prices are not obtained 
by it. Thus indirectly, by a joker in an appropriation act, a vague 
regulation of the prices of the products of farm organizations is effected 
and an entirely new principle injected into the regulation of industrial 
organizations as contrasted with public utilities. The test of unreason- 
ableness is applied to the products of farm organizations in much the 
same way it is applied to rates of common carriers under the Act to 
regulate interstate commerce. But the determination of reasonable- 
ness rests solely within the discretion of the attorney-general and the 
means of enforcement is solely the threat of legal prosecution. Thi 
provision, however, does not in any way affect the private right of action 
of an individual injured by an organization of farmers operating in re- 
straint of trade, and it is doubtful whether its wording would protect an 
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organization which was engaging in practices admittedly in violation 
of the anti-trust laws even if such an organization were not charging 
unreasonable prices. 

At any rate, dissatisfied with the existing status of the law, the 
farmers’ organizations of the country are now endeavoring to procure 
the passage by Congress of a bill legalizing co-operative farmer organi- 
zations for mutual benefit, provided no member is allowed more than 
one vote and provided the association does not pay dividends on stock or 
membership capital in excess of 8 per cént per annum. It is now pro- 
posed in this measure to grant to the Federal Trade Commission, if 
it has reason to believe any such association restrains trade or lessens 
competition to such an extent as to cause an undue enhancement of 
price of any agricultural product, the power to issue complaint, hold 
hearings, and ascertain the facts. If it be the opinion of the Com- 
mission that such action does unduly enhance prices, it may order the 
organization to cease and desist from such activity. Appeal to the 
district court in which the association has its principal place of business 
is provided for. This measure, as at present worded, expressly provides 
that nothing therein contained shall be construed to authorize any 
attempt to create a monopoly or to exempt such organization from the 
provision of the Federal Trade Commission Act prohibiting unfair 
methods of competition. This act, if enacted, therefore, would not 
legalize a monopoly or an attempt to create a monopoly. It would not 
permit the use of unfair methods of competition, but it would permit 
the combination of farmers into co-operative organizations and it would 
permit such organizations to voluntarily restrain competition among 
their members, provided in so doing they would not unduly enhance 
prices. In view of the pledges of both parties in the last campaign, the 
passage of some legislation of this general character appears certain 


within the next few months. 


FRANKLIN D. JONES 
Wasuinston D.C. 


NEW PHASES OF THE CLASSIFIED PROPERTY TAX 


The recent session of the legislature of Nebraska has added a new 
chapter to the history of the vexed problem of taxing “intangible” 
property. Prior to that session such property was dealt with under 
a general property tax of the less liberal sort, and with the usual results, 
frequent failure to list such property and gross inequalities of the tax 
burden when it was listed. Ten years ago, when the question of a 
tetter means of supplying “ farm credit” was being much agitated, the 
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legislature took the unexpected step of declaring mortgages secured 
by real estate within the commonwealth an interest in the real estate, 
taxable at the situs of the land, and making the landowner taxable only 
on the amount of his interest in the land. There was, however, a pro- 
viso that either party in a mortgage transaction could assume the tax 
on the other’s interest. All mortgages since then have contained the 
“tax clause’’ by which the mortgager assumes the tax on the mortgagee’s 
interest—a procedure that was expected, and one that has resulted in 
the exemption of this class of property from taxation. One other form 
of “property”’ has also, in spite of the constitutional mandate to tax 
all property, been practically exempted by administrative construction. 
It has been the practice to omit shares of stock in domestic corporations 
from the tax rolls, when such corporations had property enough in the 
state to equal the outstanding stock, and this grace was also often granted 
to owners of shares in foreign corporations paying property taxes in 
the state. 

The new constitution adopted in 1920 loosened somewhat the 
strait-jacket in which the legislature has had to work, by providing that, 
while all property except those kinds specifically enumerated must con- 
tinue to be taxed, intangible property could be classified for purposes 
of taxation. Under this new authority a bill was introduced in the 
Senate in January, 1921, providing, among other things, for a four-mill 
tax on money and credits, shares of stock, and all other forms of “intan- 
gible” property except certain classes of such property otherwise dealt 
with in the bill. Without attempting to give the legislative history of 
the bill it may be said that after long delays it was passed in the Senate 
by a very large majority. Coming to the House late in the session, 
however, it met with considerable opposition both as to details and as 
to the principle involved. At one time it seemed certain the sections 
dealing with intangibles would be left out of the measure, but in the end 
they were retained with considerable modification of the Senate’s plan. 

As passed, the law provides, not for a uniform rate throughout the 
state as in Minnesota and other states having a classified tax, but for a 
rate equal to 25 per cent of the ‘‘ mill rate levied upon tangible property 
where the said intangible property is assessed,” that is, at the domicile 
of the owner. The rate on this class of property will therefore vary 
widely in different tax districts. The arrangement is the outcome of a 
contest in the legislature between the plain and the mountain. 

There were many who could see no reason for “discriminating” 
between different kinds of property and others who accepted the reason- 
ing upon which the classified tax rests but did not relish the task of 
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converting to it constituents facing a disastrous situation in their business 
and already complaining of heavy taxation. Some appearance of equity 
could be made out if “intangibles’”” were made to bear a burden in city 
and country proportioned to the tax real property had to bear. The 
25 per cent rate was the best compromise the friends of the flat-rate 
tax could secure. 

The result of the compromise is to place widely different rates on 
credits according as taxpayers live in the country or the city. The 
extremes may be seen by comparing the levies in the city of Lincoln 
with those of a rural district in the same county, School District No. 4. 
In the city the total levies in 1920 amounted to 146.39 mills on a one- 
fifth valuation, and in District No. 4, to 29.59 mills. Presumably, the 
levies for 1922, when the classified tax section goes into operation and 
the fractional assessment is to be abandoned, will be about one-fifth of 
the 1920 levies, or about 30 mills (29.26) for the city and about 6 
mills for the rural district. The “25 per cent tax” will thus be about 
7.5 mills for the city and 1.5 mills for the rural district, on a full 
valuation. 

The advantage for the individual rural owner of this sort of property 
is striking; the success of the law, however, in making the cities con- 
tribute more heavily to the state and county revenues through payments 
of a higher rate will not prove so striking. This is due to the provision 
for the distribution of the tax, another unique feature of the law. Instead 
of a fixed share of the tax going to each taxing unit, as in Minnesota, the 
law provides that the tax “shall be apportioned to the state and various 
governmental subdivisions in the same proportion that the respective 
levies of the State and such governmental subdivisions bear to the 
total of said levies.” 

The operation of this provision may be illustrated by comparing, in 
detail, the levies in the two taxing districts mentioned above. For 
convenience the Minnesota percentages for the distribution of its tax 
on money and credits are also given. 








City or LIncoLN District No. 4 
MINNESOTA 
PERCENT- 
Mills Levied| Per Cent of |Mills Levied| Per Cent of AGES 
1920 Total Levies 1920 Total Levies 








10.39 7.09 10.39 96.2% 163 
14.00 9.50 , 164 
City or town 42.00 28.00 334 
School district 80.00 54.71 : : 33% 





146.39 100.00 ‘ . 100 
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It will be observed that while the tax on, say, a thousand-dollar bond, 
will be $7.50 in the city and $1.50 in the rural district, the state and 
country levies constitute so large a proportion of the total levies that 
almost exactly the same amount will be paid out of the rural holder’s 
tax to the state and to the county funds as will be paid out of the city 
holder’s larger tax. In other words, the high rate insisted upon for 
city-owned money and credits will go mainly for purely local uses and 
will not, in any important way, add to state and county revenues. In 
Lincoln 83 per cent of the tax will be used for city and school purposes, 
while in District No. 4 only 17.5 per cent will be so used. In districts 
where the school levy is higher a larger proportion of the 25 per cent tax 
will be retained for local use, but the method of distribution will in 
general be an offset to the advantage sought by imposing the higher 
rate in the cities. 

So much for the general provisions for the taxation of “intangibles.” 
But once started on the course of classification, the legislature did not 
stop with one class. As stated above, under the so-called mortgage 
tax law of 1911, domestic mortgages were exempted. The author of 
the Senate bill, apparently believing that under the specific mandate of 
the new constitution all property must be taxed, provided for a registry 
tax on such mortgages of 50 cents per hundred “for each five-year 
period or major fraction thereof,” of their term. The Senate refused to 
take this view of the constitutional mandate, rejected this proposal 
and inserted a provision excepting domestic mortgages from the 25 per 
cent mill rate. Mortgages secured on land outside the state will, how- 
ever, be taxed at that rate and Nebraska mortgages will continue to 
be exempt. 

Likewise, the author of the bill placed “corporation shares or stocks” 
under the general classification to take the same rate as moneys and 
credits. On representation from the corporations that this would mean 
for them “double taxation” (though it would have been only once the 
general property rate plus 4 mills on their capitalization) the Senate 
committee receded from the secure constitutional position of the bill as it 
originally stood and provided that such shares should be taxed only on 
the excess of their value over the value of the corporation’s property 
listed and taxed, whether in Nebraska or elsewhere. The corporation 
is required to pay the 25 per cent tax on this excess, whether the 
owners of the stock reside in the state or elsewhere, and will have a 
lien on the stock for the amount of the tax. 

Bonds and warrants or other indebtedness of the state and the local 
governments are made a special class and subjected to a 1-mill flat rate. 
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On its way through the legislature the bill felt the further influence of 
the flat-rate idea. Thus the insurance sections were amended by pla- 
cing a 4-mill tax on the premium receipts of domestic companies while 
leaving foreign companies subject to the old 2 per cent rate. Building 
and loan associations are also to pay a 4-mill tax on their “gross earn- 
ings.” 

The new law makes fairly effective provisions for administration. 
It defines the powers and duties of the office of tax commissioner author- 
ized by the new constitution. The commissioner is charged with the 
proper execution of the law. Unfortunately he is likely to be hampered 
in the performance of his duties by the State Board of Equalization 
of which he is a member. The other members are the governor, the 
auditor, the treasurer, and the secretary of state. In case the com- 
missioner finds “grossly unfair or inequitable” assessments in any taxing 
district he is to report the facts to the Board; and the Board may 
appoint a special assessor and all needed deputies to make a reassess- 
ment. The political character of the Board makes it doubtful whether 
this authority will be exercised as freely as the situation may require. 

Foreign corporations transacting business in the state, or offering 
any of their securities for sale in the state, are required to supply the 
tax commissioner with a list of shareholders resident in the state with 
the value of such holdings. The law exempts intangible property from 
back taxes if placed on the rolls at the first assessment under the law. 
On the other hand, it contains a sort of sedition provision against “any 
person, firm, or corporation counseling, advising, aiding, or abetting any 
person, firm, or corporation to decline, omit, or evade listing any tangible 
or intangible property for taxation,” and attaches what seems to be an 
ineffectual penalty for giving such advice. 

It will be perceived that Nebraska begins its experiment with the 
classified tax under the double handicap, (1) of a higher rate for the 
larger cities than has proved successful elsewhere, and (2) of having 
the administration in the hands of a new office which may find itself 
hampered by a Board of Equalization more interested in administering 
political offices than in the semi-judicial duties connected with the tax 
laws. The outcome of the experiment will be instructive. 


G. O. VIRTUE 


UNIVERSITY OF NEBRASKA 
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TAX REFORM PROPOSALS AT THE ILLINOIS 
CONSTITUTIONAL CONVENTION 


The main problems in Illinois taxation have resulted from the 
enforced adherence to an unregenerated general property tax. The 
requirement in the present constitution that taxes on property shall 
be levied “by valuation, so that every person and corporation shall 
pay a tax in proportion to the value of his, her, or its property” has 
stood in the way of the adoption of a scheme of classification of property 
with taxation at different rates for each class and has also rendered 
impracticable projects for income taxation at progressive rates. If 
Illinois is to keep pace with the progress of other American states in 
taxation matters by establishing a co-ordinated system of property and 
income taxes, it must amend its constitution. 

The Committee on Revenue, Taxation, and Finance, of the Illinois 
Constitutional Convention, after many hearings, much lobbying and 
discussion, and the rejection of many freak proposals, submitted to the 
Convention in July, 1920, a majority report and two minority reports, 
embodying proposed substitutes for the revenue article of the present 
constitution.t The Constitutional Convention is soon to reconvene, 
when it will presumably take final action upon these proposals. The 
important provisions of the majority proposals may be summarized as 
follows: 

1. The General Assembly is to be authorized to classify intangible property 
for taxation, and to tax different classes of such property at different rates. 

2. The General Assembly is to be authorized to levy income taxes, to 
make the rates progressive, and to tax income not derived from property at 
lower rates than income derived therefrom. 

3. If the General Assembly enacts a progressive income tax, the maximum 
rates must not be more than six times the lowest rates. 

4. Exemptions from the income tax must not exceed $500 to a person not 
the head of a family whose total net income is less than $1,000, and must not 
exceed $1,000 to the head of a family whose total net income is less than $2,000. 

5. Taxes paid on property must be allowed as a deduction from the tax 
on income derived therefrom for the same year. 

6. The General Assembly is to be authorized to substitute the income 
tax for the property tax upon any property, i.e., wholly to exempt any property 
from direct taxation by valuation, if income derived from such property is 


taxed. 
7. The levying and collecting of income taxes is to be restricted to some 


State authority. 
t Const. 1870, Art. 9. 
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8. All the receipts from income taxes collected within each county are to 
be apportioned and divided between the State and the various local taxing 
bodies within the county, including the county itself, in the same proportion 
as the taxes levied upon real estate by valuation for the same year are appor- 
tioned and divided between the State and the local taxing bodies within such 
county." 


The minority proposals are not substantially different from the 
majority proposal, except that they do not permit classification of prop- 
erty, and offer as the only alternative to uniform taxation of tangibles 
and intangibles the total exemption of intangibles from taxation by 
valuation, if the income therefrom is taxed. 

The majority proposals, if adopted, will permit of a very substantial 
modernization of the Illinois tax system and should result in an elimina- 
tion of at least the most glaring of the present inequalities in the assess- 
ment and taxation of property made inevitable by the constitutional 
prescription of uniformity of rates. Nevertheless, certain of the features 
of the proposals appear open to serious criticism. 

It would have been better if the Revenue Committee had seen its 
way clear to support classification without restriction to intangible prop- 
erty. Differentiation in rates of taxation between land, improvements, 
merchandise and materials, and household effects, as well as between 
forestry, mining, and other lands, has much to be said for it, and may 
some day win the support of the legislature, but if that day comes and 
the foregoing proposals are in force, the legislature will find itself helpless 
to institute such differentiation. The authorization of the General 
Assembly wholly to exempt any property from direct taxation by valu- 
ation would permit the exemption of small amounts of household effects, 
workingmens’ tools, and such like, from the property tax, if incomes 
are being taxed. This provision is in the right direction, and somewhat 
modifies the seriousness of the failure to permit thoroughgoing classi- 
fication of tangibles. The taxation of household effects is always and 
everywhere the most irritating, unequal, and unproductive part of the 
property-tax system. But the provision is couched in such general 
terms that its adoption would be a standing invitation to special interests 
to attempt to obtain exemption of the kinds of property they were 
specially interested in whenever the amounts of property taxes to which 


* A digest of the proposals is given in Illinois Legislative Reference Bureau, Bulletin 
No. 7, Digest of Constitutional Convention Proposals, par. 378. Cf. also, Proceedings 
of the National Tax Association, 1920, pp. 253-54, where the majority proposal is 
given verbatim. 
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they would be subject were in excess of the income taxes. If the intent 
of this provision is what it is claimed to be,’ namely, to permit of the 
exemption of small amounts of personal property of certain limited 
kinds, there can be no objection to making the provision more definite 
and safer by restricting its application to specific types of property. 

The purpose of the authorization to tax income from property at a 
higher rate than income not derived from property could be achieved 
with much less inconvenience, uncertainty, and administrative difficulty 
by permitting the General Assembly, at its discretion, to fix the deduction 
allowed from the tax on income derived from property at all or part of the 
valuation tax paid upon such property, instead of prescribing the deduc- 
tion of the entire property tax from the income-tax payments. As they 
stand now, these two provisions are inconsistent; one provides a means 
of avoiding what the other is intended to accomplish, namely, the 
heavier taxation of persons receiving their income from property than 
of persons receiving their income from personal effort. 

The provision to the effect that taxes paid on property must be 
allowed as a deduction from the tax on incomes derived therefrom should 
be revised, therefore, so as to be permissive and not mandatory, and also 
so as to leave to the discretion of the General Assembly the percentage 
of deduction to be allowed. Property and income provide independent 
bases for taxation, and each should be taxed on its own account, although, 
of course, not without reference to the taxation of the other. If the tax 
paid on property may be completely deducted from the tax paid on 
income derived therefrom, the property tax becomes merely a means of 
taxing non-income yielding property and of reaching indirectly the 
income of those classes of persons, such as farmers, who have incomes 
difficult to assess directly. In a system comprising both property and 
income taxes, the property tax should be utilized for these purposes, but 
it should also be made a means of taking into account the superior tax- 
paying ability of property income as compared with personal effort 
income, as well as the calls made upon state expenditures for the pro- 
tection, policing, and other services rendered to proper y. 

The provision that the highest rate on income shall not exceed six 
times the lowest rate, read with the provision that the maximum exemp- 
tion from the income tax shall not exceed $500 for a single person and 
$1,000 for the head of a family, is an ingenious method of limiting the 
amount of progression which meets McCulloch’s famous criticism of 

t As, for instance, by Douglas Sutherland, a member of the Revenue Committee, 
in the Proceedings of the National Tax Association, 1920, p. 254. 
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progressive taxation, that once you depart from the proportional prin- 
ciple you are “at sea without rudder or compass.” It is open to criticism, 
however, with respect to its specific details. The exemption provision 
is clumsily worded, and its meaning is far from clear. As it reads," it 
apparently means that the exemptions are to apply only to single persons 
whose income does not exceed $1,000 and to heads of families whose 
income does not exceed $2,000. If this is so, a single person with $1,000 
income may have taxable income of $500, whereas a single person with 
$1,001 income may be taxed on his entire income. On the other hand, 
it may mean that persons with incomes exceeding $1,000 for single 
persons and $2,000 for heads of families may still receive exemptions, 
but such exemptions must be less than $500 and $1,000 respectively. 
In any case, the exemptions are too low, and the usual exemptions for 
dependents should also be authorized. An income tax working down 
to such low limits would be hard to pass through an American legislature, 
and if passed would be hard to collect and unpopular. Since it would 
be inconceivable that any attempt would be made by a state legislature 
to tax incomes not exceeding $1,000 at a higher rate than 1 per cent or 
at most 2 per cent, the low exemptions plus the six-to-one provision for 
the maximum rate would operate in practice to limit the highest rates on 
large incomes to 6 or at most 12 percent. This is not of itself an objec- 
tionable feature. But if the proposed amendment is really intended to 
make possible the moderate taxation of incomes, it should either remove 
all restrictions as to exemptions, or should not limit them below those 
granted in the present federal income tax. 

The provision that receipts from income taxation within any county 
must be apportioned between state, county, and local districts in the 
same proportions as the receipts from the ad valorem taxes on real estate 
will operate to the relative advantage of those counties which have high 
county, school district, town, and other local rates. The state rate on 
real estate is uniform throughout the state. Consequently, the higher 
the local rates within any county, the greater the fraction of the income- 
tax receipts within that county which will be retained by the local tax 
bodies. Cook County will benefit from this provision. 

JAcoB VINER 

UNIVERSITY OF CHICAGO 


t “Not exceeding $500 to a person not the head of a family whose total net income 
is less than $1,000 and not exceeding $1,000 to the head of a family whose total net 
income is less than $2,000, may be exempted from income tax.” 
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The Financial Policy of Corporations. By ARTHUR STONE DEWING, 
Volume I, Corporate Securities, pp. xv+154; Volume II, 
Promotion, pp. v+173; Volume III, The Administration of 
Income, pp. iv+164; Volume IV, Expansion, pp. iv+234; 
Volume V, Failure and Reorganization, iv+-228. New York: 
The Ronald Press Company, 1920. 

Students of Professor Dewing’s earlier works have anticipated 
with pleasure the appearance of a summary of the results of his 
researches; few, it may safely be asserted, have not found their 
expectations more than realized in this work. It is at the same 
time a clear, readable, well-balanced survey of its field and a library 
of source material—a rare combination indeed. The author with 
great skill has combined his text material with a most detailed and 
elaborate equipment of footnotes, into which he has emptied a 
voluminous notebook crammed with illustrations. Thus the general 
reader is relieved of the necessity of wading through the cases, while 
the student of special problems finds in the notes an immense com- 
pendium of factual data. The work easily takes rank as the leading 
publication in its field, and renders obsolete much that has been 
considered very good material. 

Volume I presents a detailed description of all the common and 
of many of the rarer types of corporate securities. This, though well 
done, is the least valuable volume of the series, chiefly because the 
author of necessity treads on ground more familiar to most readers 
than in the later volumes, partly also because the volume apparently 
was written earlier than the rest and only imperfectly brought down 
to date. Thus, the bibliographical note on no-par stock contains no 
titles later than 1918, and the discussion fails to reflect the tremendous 
increase in popularity of this type of security within the past few 
years. Indeed, though a number of illustrations are given, no-par 
stock is treated rather as a hypothesis than as a normal type of secu- 
rity. Likewise the discussion fails to take account of the great growth 
in popularity of the business trust outside its Massachusetts home, 
as a substitute for incorporation. On the other hand, the chapter on 
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equipment trust obligations is a most valuable contribution to finan- 
cial literature. The history of the device is traced from its origin in 
1868, the chief legal technicalities are explained, the financial results 
of its use are discussed, and numerous examples of variant types 
are given. 

Volume II, Promotion, covers, besides the work of the promoter, 
financial planning, underwriting, and the marketing of various types 
of securities. The three chapters on the construction of a financial 
plan for a new public utility, an industrial, and a railway, are partic- 
ularly good. 

Volume III contains an admirable discussion of the whole subject 
of compensation for wasting assets, and a very full discussion of 
dividend policies and practices. The value of the author’s collection of 
case material is especially evident in the discussion of the latter topic. 

About one-half of Volume IV is devoted to methods of combi- 
nation, and the remaining chapters deal chiefly with the financing of 
expansion through sales of stock and bonds to bankers and to 
stockholders. 

Volume V, Failure and Reorganization, deals with material of 
which Professor Dewing’s mastery was evident long ago. As was to 
be expected, the volume contains less that is new than the three 
preceding ones, yet it is far from being a mere restatement or amplifi- 
cation of the conclusions reached in the earlier works. While the cases 
discussed in ‘‘Corporate Promotions and Reorganizations” are drawn 
upon freely, there is much new material, including three chapters on 
railroad reorganization, and the material is brought down fairly near 
to date. The volume was completed too early, however, to take 
account of the tendencies apparent in the reorganizations growing 
out of the depression of 1920. Receivership, therefore, already seems 
overstressed as compared with “voluntary”’ reorganization. 

From minor errors and questionable generalizations the text seems 
remarkably free. ‘‘ Potential possibilities’ (II, 138) is unfortunate, 
and “was” is written for “‘were’’ twice in one note (IV, 226). There 
is an unjustified fling at life insurance companies’ investment methods 
(IV, 184), illustrated by the case of a company whose security list on 
January 1, 1920, “‘on more than go per cent of the items which had 
been held for any length of time showed a loss over original cost.’ 
Considering the depressed state of the market for bonds at that time, 
no other result could have been anticipated. The test of the invest- 
ment department’s management must be sought in the steadiness and 
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adequacy of the income from these investments, not in fluctuations in 
their quoted value. The generalization (I, 36) that “‘the problem of 
financing an expanding business would be much more difficult were it 
not possible to issue bonds,” is not proved by the argument advanced, 
“because banks, insurance companies, and investment companies will 
not ordinarily purchase stocks.”’ Surely these institutions would 
almost necessarily become stock buyers if bonds were not to be had. 
The. reviewer feels also that throughout the work speculative and 
semi-speculative securities are condemned too summarily. One almost 
concludes, in spite of a few lines to the contrary, that nobody ought to 
buy anything till it has been on the market a long time and become 
thoroughly seasoned. There is need for a statistical study to deter- 
mine whether as a long-run policy the purchase of conservative or 
speculative securities yields better returns. 

These are, after all, trivial flaws, and only one criticism of more 
serious character suggests itself. Where so much is given it seems 
ungracious to ask for more, yet the reviewer feels that the one out- 
standing weakness of the work is a sin of omission—the failure to 
deal at all adequately with the administration of working capital. 
There is a section in Volume IV on the sale of short notes to secure 
capital for permanent investment, and Volume III throws some light 
on the administration of the current finances, but there is practically 
nothing on budgeting, on relations with commercial banks, on the 
sale of notes through note brokers, on problems of finance arising 
from the necessity of carrying heavier inventories or accounts receiv- 
able at certain seasons of the year, or on the adjustment of finances 
to the swings of the business cycle. The danger of overexpansion, 
for example, is treated as though it were merely a question of too 
much investment in plant and equipment, and not of overloading 
with inventories in the face of a falling market or with receivables in 
the face of credit stringency. These problems all enter into the finan- 
cial policy of corporations; a sixth volume treating them with the 
learning and skill displayed in these five would have rounded out the 


work admirably. e ow 
HARLES O. HARDY 


UNIVERSITY OF CHICAGO 
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Our Economic Organization. By L. C. MARSHALL AND L. S. Lyon. 
New York: Macmillan, 1921. Pp. 503. 


This book is intended for teaching, and is reviewed as a textbook. 
It is not intended to replace the standard texts on economic theory, 
but to be used for an introductory course preceding the study of 
general economics. It is a new type of book, and is a distinct contri- 
bution to the method and point of view in teaching. 

The usual course in economics assumes that the student has some 
understanding of the industrial society in which he lives—an assump- 
tion that is not always justified in the case of college Freshmen and 
Sophomores. The book under review attempts to give to younger 
students a broad view of the economic organization of modern society, 
the functions performed by each of its parts, and the manner in which 
all parts are combined into the smoothly working “want-gratifying 
machine.” The character of the book is well described by the authors 
in the Preface. “In the minds of the authors, the distinguishing 
feature of the volume is the effort to depict social structures in terms 
of what they do. The functions, the uses, the work, of banks, of 
business organization, of competition, of specialization, of govern- 
ment, of scientific management, of education, and of the other multi- 
tudinous agencies which together make up our modern want-gratifying 
machine, are the matters with which the book is concerned. It is a 
study of the devices which exist in industrial society, primarily in 
terms of their activities, and, quite secondarily, in terms of their 
structures.” 

The book is evidently a development of the same idea which led 
Professor Marshall to collect and edit his Readings in Industrial 
Society, as it follows the same general plan, and includes some of the 
same material. The main divisions of the book are, first, two chapters 
on human wants and economic goods; second, six chapters on the 
economic history of England, beginning with the manorial system; 
and third, seventeen chapters on our present economic organization. 
The chapters on economic history are introduced chiefly for com- 
parison, and to trace the origin of modern institutions. The third 
part, which occupies most of the book, includes a discussion of spe- 
cialization, machine industry and large-scale production, the forms of 
business units, economic guidance, and the work of the entrepreneur, 
money and banking and financial organization, internal management, 
utilization and conservation of natural and human resources. 
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In spite of what this list of contents may indicate, the book is 
not a discussion of current economic problems or of economic theory. 
It contains no formal treatment of theory, and does not present the 
theory of value or of distribution, except to show the process by which 
apportionment is made through the mechanism of prices. Neither 
is it a mere description of industrial processes, or of particular busi- 
ness institutions. It is rather a broad view of industrial society 
at work. 

The book seems relatively free from serious errors, typographical 
or otherwise. It has many aids for teaching, such as charts, dia- 
grams, and tables; numerous questions and problems at the end of 
each chapter; a good index; and brief references for parallel reading, 
chiefly in Marshall’s Readings in Industrial Society and the Bureau 
of Education’s Lessons in Community and National Life. It is diffi- 
cult to understand why the divisions of the book are called “studies” 
instead of chapters; and why such numerous problems are given, 
including many that seem too simple and obvious. 

The book ought to find a wide field of usefulness in the preparatory 
schools. It may also be used in the freshman year of college to give 
the point of view and outline for a part of the freshman course; more 
particularly where it is desired to give the Freshman some preparation 
for specialized work in economics or commerce in his later years. In 
secondary schools particularly the book is deserving of wide adoption 


and use. 
G. D. Hancock 
WASHINGTON AND LEE UNIVERSITY 











